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Entrepreneurship education paired 
with hands-on business experience 
is a dynamic way to engage students 


and prepare them to be enterprising 
individuals, bound for success in the 
working world.


Get aHead for Business, our high school 
entrepreneur curriculum, develops creative 
and critical thinking skills by immersing 
students in a real-life experience of starting, 
running, and growing a business in their 
own school.  


Two sequential semesters (with an optional 
independent Tool Kit guide) combine 
interactive classroom learning with hands-
on experience to take students through all phases of start-up and operation: beginning 
with the creative side of entrepreneurial thinking, through obtaining fi nancing, 
purchasing inventory, managing employees, and earning profi ts.  


The lessons and life skills students learn go well beyond how to start and operate a 
business.  Students gain personal fi nancial management skills, learn about the 
importance of good customer service, and build workplace skills they can put to 
use in any career.


For More Information:  
Visit yacenter.org or 
call 303-321-2265. 


Get aHead for Business
An entrepreneur program for high school students


“This program builds self-confi dence in my students 
because they have control over the decisions they 
make.  And the entrepreneurial skills they develop 


allow them to be more fl exible and creative - 
teaching them how to think, not what to think."


- Fran, Get aHead for Business Teacher"
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Mon�  Smarts for Kids. Mon�  Skills for Life.


Get aHead for Business
Cu� iculum Overview


Get aHead for Business is a high school 
entrepreneurship program that provides the tools 
and real world applications to equip high school 
students with the knowledge and skills to be eff ective 
entrepreneurs and to be successful in business.   


The unique curriculum integrates classroom learning 
with a real-world experience, providing students 
the opportunity to start, run and manage their own 
business inside their school.  The curriculum includes 
two sequential semesters and an independent study 
option.


* Guest speakers and/or fi eld trip


Owning a Business Tool Kit


Guide 1: Starting Your Own Biz
Guide 2: Organizing Your Biz
Guide 3: Promoting Your Biz
Guide 4: Financing Your Biz
Guide 5: Protecting Your Biz
Guide 6: Operating Your Biz
Guide 7: Evaluating Your Biz
Guide 8: Planning Your Biz 
               (Business Plan)


Starting a Business 101 


Entrepreneurial Thinking
1.1  Entrepreneurship Defi ned
1.2  Are You an Entrepreneur?*
1.3  Entrepreneurs in a Market Economy
1.4  Economics of One Unit of Sale
1.5  Opportunity Recognition*


Business Identifi cation and Selection
2.1 Creativity and Innovation
2.2 Which Business is Right for You?
2.3 Cost of Operating a Business
2.4 The Mystery of Marketing*
2.5 Your Competitive Advantage


Financial Management
3.1 Financing Your Business*
3.2 Record Keeping
3.3 Income Statements
3.4 Protecting Your Business


Running a Business 201


Competitive Strategies
4.1 Business Defi nition
4.2 Your Marketing Mix
4.3 Promotion*
4.4 Break-Even Analysis


Customer-Centered Service
5.1 Managing Yourself and Others
5.2 Successful Sales
5.3 Customer Service
5.4 The Art of Negotiations


Business Operation
6.1 Managing Cash Flow
6.2 Analyzing Your Financial     
      Performance
6.3 Ethical Issues in Business*
6.4 Giving Back







Adams County
Adams 12 Five Star
Horizon High School
Mountain Range High School


Adams County 14
Adams City High School
Lester R. Arnold High School


Brighton 27J
Brighton High School
Prairie View High School


Mapleton 1
Global Leadership Academy
Mapleton Preparatory High       
   School


Westminster 50
Westminster High School


Arapahoe County
Adams-Arapahoe 28J
Rangeview High School


Cherry Creek 5
Cherokee Trail High School
Overland High School


Bent County
Las Animas RE-1
Las Animas High School


Boulder County
Boulder Valley RE 2
Centaurus High School
Monarch High School


St. Vrain Valley RE 1J
Career Development Center


Delta County 
Delta County 50(J)
Delta High School


Denver County
Denver County 1
South High School
West High School


By County and District


Douglas County
Douglas County RE 1
Castle View High School
Mountain Vista High School
Ponderosa High School


Eagle County
Eagle County RE 50
Battle Mountain High School
Eagle Valley High School


El Paso County
Colorado Springs 11
Bijou Alternative Program
Doherty High School
Mitchell High School


Garfield County
Garfield 16
Grand Valley High School


Garfield RE-2
Rifle High School


Jefferson County
Jefferson County R-1
Dakota Ridge High School
Lakewood High School
Pomona High School
Chatfield High School
Jefferson High School
Warren Occupation   
   Technical Center


Lake County 
Lake County R-1
Lake County High School


Larimer County 
Thompson R-2J
Mountain View High School


Logan County 
Buffalo RE-4
Merino Junior Senior High     
   School


Valley RE-1
Sterling High School


Mesa County 
Mesa County Valley 51
Central High School
Grand Junction High School


Moffat County 
Moffat County RE1
Moffat County High School


Montezuma County
Montezuma-Cortez RE1
Montezuma-Cortez High 
   School


Montrose County 
Montrose County RE-1J
Olathe High School 


Morgan County 
Fort Morgan RE-3
Fort Morgan High School 


Wiggins RE-50J
Wiggins High School


Otero County 
Cheraw 31
Cheraw High School
 
East Otero R-1
La Junta High School


Manzanola 3J
Manzanola Junior Senior       
   High School


Swink 33
Swink Junior Senior High 
   School 


Park County 
Park County RE-2
South Park High School 


Phillips County 
Haxton RE-2J
Haxtun High School


Pitkin County 
Aspen 1
Aspen High School


Get aHead for Business
Participating Schools & Organizations 


2006-2010


Rio Grande County 
Del Norte C-7
Del Norte High School 


San Miguel County 
Norwood R-2J
Norwood High School 


Washington County
Akron R-1
Akron High School 


Weld County
Centennial Boces
Weld Opportunity High School


Greeley 6
Greeley West High School
Northridge High School
Trademark Learning Center


Prairie RE-11
Prairie Junior Senior High     
   School


Weld County RE-1
Valley High School


Weld County S/D RE-8
Fort Lupton High School


Windsor RE-4
Windsor High School
 
Yuma County 
Wray RD-2
Wray High School


Alternative Schools
Collbran Job Corp Center


67 Schools
28 Counties
46 Districts
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Avoiding the Ten Taboos –  
Ground Rules for Creative Thinking 


 
Directions: Below is a list of 10 negative thoughts than can sabotage our creativity. How can you turn 
these negatives into positive “ground rules” to follow in the upcoming breakthrough thinking exercises? 


 
 


1. There’s one right answer.        1. 
 


2. Our answers must be logical.       2. 
 


3. We must follow the rules.          3. 
 


4. Our ideas must be practical.        4. 
 


5. Play is frivolous.            5. 
 


6. That’s not my area.            6. 
 


7. We can’t be foolish.                   7. 
 


8. Avoid ambiguity.                           8. 
 


9. To err is wrong.                             9. 
 


10. I’m not creative.                           10. 
 
 
 
Source: Adapted from A Whack on the Side of the Head. 
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Imagination Gone Wild 
 
Directions: Number your page from 1 to __, depending upon your teacher’s instructions.  Listen carefully 
as your teacher poses the question.  There are NO right or wrong answers.  Expand your mind and allow 
yourself to think creatively as you did when you were 5 years old. Have fun! 
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“The Jeopardy Effect” 
(For Defining Problems) 


 
 
 
 
 
 
 


When the Right Questions Produce Winning Answers! 
 
STEPS: 


 Asking journalistic questions to help you pinpoint the cause. 
 Applying innovative strategies to create ways to solve the problem. 


 
 
SAMPLE ISSUE: 
Students are cranky in the cafeteria line. 
 
 
 Who?  Who is cranky? 
    People seem to take turns. 
 
 What?  What is it like when students are cranky? 
    It’ is not fun. The attitude is contagious. 
 
 When? When are they cranky? 
    The last lunch period, usually. 
 
 Where? Where are they cranky? 
    In the cafeteria line. 
 
 Why?  Why are they cranky? 


They don’t have enough time to eat and the good stuff is 
usually gone. 


 
 How?  How are they cranky?  
    They’re rude  to each other. 
 
 
 


“I’ll take problem-solving 
for $400, Alex.” 
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“The Jeopardy Effect” 
 
 
 
Cause: People are cranky the last lunch period of the day because they don’t 


have enough time to eat and the good food is usually gone! 
 
 
 
How do you make people less cranky during the last lunch period? 
 
 
Solutions: 
 


1.  
 
 
 


2.  
 
 
 
 


3.  
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“Sum of Its Parts” 
 


 
 
 


 
STEPS: 


1. Identifying the problem/issue 


2. Breaking it down into characteristics or elements 


3. Listing possibilities for each element 


4. Trying various combinations to find possible solutions 


 


 


SAMPLE ISSUE: 


1. What kind of Homecoming party should we have? 


2. The elements: time, location, attendees, food, drinks, activities 


3. The possibilities: 


Timeframe 


Morning 


Noon 


Afternoon 


Evening 


Location 


Parking lot 


Cafeteria 


Hotel 


City park 


Attendees 


Upper-class 


All students 


Dates only 


No dates 


Food 


Desserts 


Hot dogs 


Catered 


BBQ 


Appetizers 


Drinks 


Coffee 


Lemonade 


Soft drinks 


Punch 


Activities 


Talent show 


Games & prizes 


Stand-up comic 


Dance contest 


 


4. The combinations: make a choice from each column and list those 
combinations for later evaluation. 
 Afternoon + City park + No dates + BBQ + Soft drinks + Games & prizes 


 Evening + Cafeteria + Upper-class + Desserts + Coffee + Dance contest 


 


REMEMBER: 


Suspend evaluation until after combinations are listed. 


X + (Y- Z) 
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“Sum of Its Parts” - Practice Sheet 
 


          


 


 


       


 


    


 


 


 


    


 


 


 


 


 


 


 


 


 


 
 
 


The Issue 


The Elements 


The Possibilities 


The Combinations 
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“Reversing the Question” 
 


STEPS: 


1. Stating the problem/issue 


2. Restating it in the opposite  


3. Brainstorming on the opposite problem/issue 


4. Translating responses into positive solutions 


 


SAMPLE ISSUE:  


1. Stating:   How can we deliver excellent customer service at the School Store? 


2. Restating: How can we deliver terrible customer service? 


3. Brainstorming: 


 Overcharge customers 


 Don’t restock until the end of the day 


 Know nothing about our products  


 Be rude 


 Act as though customers are an imposition 


 Ignore customers 


4. Translating 


 Know the correct prices and count back change 


 Keep correct inventory on hand and anticipate special events 


 Be knowledgeable about our products  


 Be polite 


 Let the customers know they are valued 


 Greet customers promptly and stop talking among ourselves 


 


REMEMBER:  
Translations may need to be defined further.  Suspend evaluation until after 
translations are completed. 
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“Reversing the Question” - Practice Sheet 
 


      
        
 
 
 


 
 


 
 
 


      
 
 
      
 
       


 
 
 
 
 
 
 


Stating 


Restating 


Brainstorming 


Translating 
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“Inquiring Minds Want to Know” 


 


 


 
STEPS: 


1. Identifying the problem/issue 


2. Asking structured questions to help see the problem/issues differently 


3. Recording possible solutions 


 
 
SAMPLE ISSUE: 


1. Identifying: Staplers do not always work properly. 
2. Asking: 


 What other product/problem is like this?  (Adapt) 


 What could be added to this product?  (Magnify) 


 What could be used instead of this product?  (Substitute) 


3. Recording: 
 Adapt?  Fastens paper together without using staples/stapler? 


 Magnify?  Enlarge the top of the stapler so it fits the hand better? 


 Substitute?  Manufacture staplers from other materials, such as 


cardboard, plastic or wood? 


 


 


REMEMBER:  
These are just a few kinds of questions and action words that may be used.  For 
more ideas, turn the page. 
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“Ideas for Inquiry” 
 


Adapt? 
 
Modify? 
 
Flatten? 
 
Rotate? 
 
Divide? 
 
Protect? 
 
Abstract? 
 
Separate? 
 
Eliminate? 
 
Submerge? 
 
Magnify? 
 
Multiply? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
Transpose? 
 
Reverse? 
 
Unify? 
 
Invert? 
 
Squeeze? 
 
Dissect? 
 
Segregate? 
 
Distort? 
 
Reverse? 
 
Add? 
 
Complement? 
 
By-pass?   


 
 
 
 
  


 
 
 
 
 
 
 
 


 
 
 
 
Minimize? 
 
Substitute? 
 
Lighten? 
 
Freeze? 
 
Combine? 
 
Repeat? 
 
Symbolize? 
 
Thicken? 
 
Increase? 
 
Centralize? 
 
Duplicate? 
 
Subdue? 
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“Inquiring Minds Want to Know” - Practice Sheet 
 
 


 
 
 
 
 
 
 


 
 
 
 
 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Identifying 


Asking and Recording 
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Brain Stretches 
 
Directions: Creativity can be learned, strengthened, enhanced and effectively applied to everyday living.  
However, it takes practice to open your mind!  These brain stretches have been designed to give you a 
mental workout.  Have fun! 
 


Age Isn’t Just Another Number 
Feeling young? Feeling old?  Figure out how old you are in days, months and dog, cat 
and elephant years! 
 


Alphabet Soup 
Use the alphabet to stir up those creative juices!  Select a category such as food, 
animals, destinations and song titles.  Use the alphabet as a naming tool for the first 
letter of the item.  For example, if the category is food, A = artichoke,  
B = baklava, C = chocolate and so on. 
 
Be a Part of the Idea Generation 
No matter your age, you can be a member of the Idea Generation.  Find a small 
notebook and a pencil or pen.  Put your notebook in your back pocket, purse or 
backpack —anywhere that it’s handy all day long.  Record every idea that pops into 
your head for the next two days.  Don’t evaluate your ideas just jot them down. 
 
Heads or Tails? 
When was the last time you took a different route to school or to a friend’s house?  Grab 
a penny and at each point along the way that you have to decide to go left or right, flip 
the penny and go in the direction determined by heads or tails.  Take a moment to 
discover what’s new in the view! 
 
A Picture’s Worth a Thousand Words 
Can’t find the right words to describe you or your dreams?  Gather some magazines, 
scissors, glue and a big poster board.  Cut out the images that describe you and/or your 
dreams and create a collage story. 
 
The Rest of the Story 
Try your hand at writing the rest of the story!  Read an article or a story about three-
quarters of the way through.  Stop.  Now, write your own ending. 
 
Sandwich, Smamwich 
Tired of the same old peanut butter and jelly sandwich?  Create a new menu of 
sandwiches by considering all of the possible combinations.  Go one step further and try 
out some of your new concoctions.   
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Brain Stretches 


We’re Going on a Walk… 
Pack your mental baggage and get ready to lead a group on an adventure.  Take a 
deep breath and imagine leading an expedition to a far-away place.  Who’s in your 
group?  What are you all carrying?  How long does it take? 
 
 


Other ideas?







Entrepreneurship: Starting a Business 2.1 Creativity and Innovation Page 43
 


Who’d Have Thought? 
 
Directions: Research inventions online.  Select four that are of interest to you.  Write a separate 
paragraph detailing the invention and how it met a consumer need. 
 
 
Invention #1: _________________________________________________ 
 
URL and Date Accessed: _______________________________________ 
 
Consumer Need Met: __________________________________________ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Invention #2: _________________________________________________ 
 
URL and Date Accessed: _______________________________________ 
 
Consumer Need Met: __________________________________________ 
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Invention #3: _________________________________________________ 
 
URL and Date Accessed: _______________________________________ 
 
Consumer Need Met: __________________________________________ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Invention #4: _________________________________________________ 
 
URL and Date Accessed: _______________________________________ 
 
Consumer Need Met: __________________________________________ 
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Invention Contest Worksheet 
 


Directions: Ask yourself, “What need or problem do I have that is not being met by products or services 
already in existence?”  Now, develop a new invention or product improvement to meet your need!  Use 
the space below to describe your invention briefly and include a sketch.    
 
To enter the Invention Contest, you will need to use your notes and write a memo detailing your ideas. 
The memo must include: 


 A name for your product or service 
 How the product would work or service would be delivered 
 The consumer need it would fill 


 
Provide an illustration of your invention in the box below or on a separate piece of paper.  Please staple 
the drawing to your memo. 
 
Don’t forget to sign up for a presentation date and time. 
 
Unmet Need/Problem:  
 
 
 
 
Invention/Innovation: 
 
 
 
 
 
Name of Product or Service: 
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Pros and Cons of Buying an Existing Business 
 
Directions:  Brainstorm the advantages or disadvantages of buying an existing business. Consider a 
variety of elements such as customers, suppliers, profits, employees, capital, etc. Complete the 
appropriate section based on the assignment given by your teacher.   
 
 
Advantages to Buying an Existing Business: 
 


1. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


4. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


5. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


 
 
Disadvantages to Buying an Existing Business: 
 


1. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


4. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


5. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 
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Franchise Pluses and Minuses 
 
Directions:  Brainstorm the advantages or disadvantages of owning a franchise. Consider a variety of 
elements such as competitive advantage, gain/loss of independence, support and costs.  
 
 
Advantages of Owning a Franchise: 
 


1. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


 
2. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 


 
3. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 


 
4. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 


 
 


 
Disadvantages of Owning a Franchise: 
 


1. ________________________________________________________________
________________________________________________________________
________________________________________________________________ 


 
2. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 


 
3. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 


 
4. ________________________________________________________________


________________________________________________________________
________________________________________________________________ 
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Business Ownership 
 
Directions: Help Samantha Sour choose a form of business ownership by completing the table.  Answer 
each question as it applies to each from of business ownership by placing your answer in the advantage 
or disadvantage column.  In some instances you may have answers in both the advantage and 
disadvantage columns. 
 


 Sole Proprietorship 
  


 


Luscious Lemonade 
(Samantha Sour owns and operates the business herself) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


  


Who is liable? 
 
 


  


How hard is it to organize? 
 
 


  


Where does the money to 
start the business come 
from? 
 


  


How are the profits 
distributed? 
 
 
 


 
 


 


What happens if the 
business loses money? 
 
 


  


What is the life span of the 
legal structure? 
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 General Partnership 
  


 


Sour & Sweet Lemonade 
(Samantha Sour and a partner, Susan Sweet, run and 


operate the business together) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


  


Who is liable? 
 
 
 
 


  


How hard is it to organize? 
 
 


  


Where does the money to 
start the business come 
from? 
 
 


  


How are the profits 
distributed? 
 
 
 


 
 


 


What happens if the 
business loses money? 
 
 
 


  


What is the life span of the 
legal structure? 
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 Corporation 
  


 


Luscious Lemonade 
(Samantha Sour sells stock in her business and hires 


employees to assist with business operations) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


  


Who is liable? 
 
 
 
 


  


How hard is it to organize? 
 
 


  


Where does the money to 
start the business come 
from? 
 
 
 


  


How are the profits 
distributed? 
 
 
 


 
 


 


What happens if the 
business loses money? 
 
 
 


  


What is the life span of the 
legal structure? 
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 Limited Liability Company 
  


 


 Sweet & Sour Lemonade 
(Samantha Sour, Susan Sweet and Sam Slush join 


together as members in the company) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


  


Who is liable? 
 
 
 
 


  


How hard is it to organize? 
 
 


  


Where does the money to 
start the business come 
from? 
 
 
 


  


How are the profits 
distributed? 
 
 
 


 
 


 


What happens if the 
business loses money? 
 
 
 


  


What is the life span of the 
legal structure? 
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Franchise Opportunity 
 
Directions:  


1. Imagine that you are an entrepreneur seeking a franchise opportunity.   
2. Assume that you have financial backing, the necessary educational background and business 


experience needed for this business venture. 
3. Research and evaluate a franchise opportunity that is of interest to you.  Search online at The 


Franchise Zone (http://www.entrepreneur.com/Franchise_Zone/FZ_FrontDoor). 
4. Use the questions below to evaluate the franchise opportunity.  Based upon your research 


answer the question: Is this the right franchise for you?  Outline your answer in a one-page 
report. 


 
 
Franchise: ______________________________________________________ 
 
Company Background: 
 
 
 
 
 


1. What is the total investment? 
 
2. What is the initial franchise fee? 


 
3. How much are the royalty fees? 


 
4. How long has the franchisor been in business? 


 
5. How profitable is the franchise? 


 
6. How long is the term of agreement?  Is it renewable? 


 
7. Where is the franchisor seeking franchises? 


 
8. How many employees are needed to run the franchise operation? 


 
9. What qualifications must you meet to qualify as a franchisee? 


 
10. What is the main reason this franchise opportunity interests you? 


 
11. Additional information: 
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Which Form of Business Ownership? 
 
Directions: Imagine that you are a business consultant.  You specialize in the area of business ownership 
for people who are considering starting a business or growing a business.  You have a variety of clients 
seeking your expertise.  Consider each client’s situation and provide a written response to each client in 
the space provided. Remember, the four forms of business ownership include sole proprietorship, 
partnership, corporation and a limited liability company. 
 
Client #1: 
I am 16 years old and adore little kids.  I like to organize special events like birthday 
parties for children.  I have decided that a great way to earn extra money is to provide 
themed birthday parties for a modest fee to families with children.  I do it all: arrange the 
food, supply the music, decorate the party room, play games, give away small prizes 
and even play the part of Bingo, the Birthday Clown. 
 
Which form of business ownership do you recommend? 
 
 
Why? 
 
 
 
 
 
 
 
Client #2 
I am 27 years old and have just finished law school and passed the state bar exam.  I 
am ready to begin my new career as a lawyer.  I am not interested in a job with a big 
law firm.  I’d like to be on my own and I have two friends who are in similar situations. It 
takes money to start a law practice.  You need computers, fax machines, a copier, etc.  
Even in a small firm you might need to hire employees such as a receptionist and 
maybe a paralegal.  I want this firm to be a success, but I’m not sure I have all the legal 
and business skills that I need to pull it off. 
 
Which form of business ownership do you recommend? 
 
 
Why? 
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Client #3 
I am 35 years old and have been operating three successful bookstores for five years.  
My customers think I have the right mix of books to appeal to younger and older 
readers.  I have even opened a coffee bar in each of the bookstores and they have 
been a big hit.  I am thinking of expanding to seven stores.  I have identified the new 
locations.  My two biggest problems are that I do not have enough money to support 
this expansion and I am not sure I have the skill to manage seven locations. 
 
Which form of business ownership do you recommend? 
 
 
Why? 
 
 
 
 
 
 
Client #4 
My business partner and I are 25 and 26 years old. We run a small but growing 
business.  We buy auto parts from overseas for American cars.   Then we sell the parts 
to auto repair shops in five cities in four states and two cities in our home state.  We are 
now getting requests for our auto parts from auto repair shops in three new states.  To 
meet this demand, we will need a major expansion of our warehouse facility and we will 
need to hire employees. 
 
 
Which form of business ownership do you recommend? 
 
 
Why? 
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Client #5 
I am a 45-year-old agricultural scientist.  I have been working for years to develop a 
natural egg that is free of cholesterol and low in fat.  I have finally completed all the tests 
and have received government approvals needed for my new eggs.  Up until now, my 
work has been simple and I have been my own boss.  Now I want to launch my new 
product, Eggs You Can Love, on a national scale. 
 
Which form of business ownership do you recommend? 
 
 
Why? 
 
 
 
 
 
 
 
 
Client # 6 
My college roommate and I have come up with the idea of Dorm in a Bag.  We want to 
purchase sheets, pillowcases, comforters, blankets and towel sets from a wholesaler 
and then package them for resale.  Our idea is that for out-of-state students it’s a pain to 
pack bedding and ship it, so we’ll take care of it and we’ll deliver it right to the dorm the 
day the student arrives on campus.  We’re also thinking about adding a few other items 
like cool desk lamps and bulletin boards to our product line.   
 
 
Which form of business ownership do you recommend? 
 
 
Why? 
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Interview with a Franchisee 
 
Directions:  Select a local franchise that is of interest to you.  Perhaps it is one of your favorite fast-food 
outlets.  Maybe you are interested in owning a similar franchise.  It could be that the franchise offers a 
unique service.  Once you have made your selection, visit the franchise and explain your purpose for 
contacting the franchise owner.  Set up a 30-minute appointment to interview the franchisee using the 
questions below.  Feel free to add questions of your own. 
 
Interview Questions: 
 


 How did you become a franchisee? 


 


 Why did you select the particular franchise you operate? 


 
 
 What knowledge and skills did you have that helped you succeed as a 


franchisee? 
 
 
 


 What do you wish you had known before you became a franchisee? 


 


 What are the pros and cons of starting a new business? Being a franchisee? 
 
 
 


 What did the franchisor do to help your business succeed? 


 


 How was your franchise financed? 


 


 What advice would you give me if I were thinking about buying a franchise? 
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Calculating EOU with Variable Costs 
 
Directions: Complete the calculations for each business. 
 
For the Birds hand crafts and sells birdhouses.  Each birdhouse sells for $30.  For the 
Birds uses $6 worth of wood, screws and paint for each birdhouse.  The birdhouse 
builder values her time at $7 per hour.  She can build a birdhouse in one hour.  For the 
Birds’ cost of goods sold per unit is $______.   
 
For the Birds packages every birdhouse at the cost of $1 per birdhouse. 
 
Complete the EOU analysis to determine For the Birds’ gross profit per Unit: 
 


ECONOMICS OF ONE UNIT (EOU) 
Manufacturing Business: unit =                                         Date: 
Selling Price per Unit:  $________
       Supplies/Materials: $_______  
       Direct Labor ($___x 1 hour) $_______  
     Cost of Good Sold per Unit: $_______  $_______ 
       Packaging: $_______  $_______ 
Total Variable Costs per Unit:  $_______      $________
Gross Profit per Unit:  $________


 
Use the EOU to estimate For the Birds’ Total Gross Profit: 


Gross Profit per Birdhouse x Number of Units Sold = Total Gross Profit 
     $____ per birdhouse                  x             10 units sold         = 
     $____ per birdhouse                  x             20 units sold         = 
 
 
Crazy Caps sells a variety of baseball–style caps.  Each cap sells for $15.  Crazy Caps 
unit of sale is one cap.  Crazy Caps pays a wholesaler $48 per dozen caps.   
Crazy Caps’ cost of goods sold is $ ______. 
 
Crazy Caps pays a 15% commission to several teens who sell the caps at high school 
sporting events.  The commission is $______ per cap. 
 
Complete the EOU analysis to determine Crazy Caps’ gross profit per Unit: 
 


ECONOMICS OF ONE UNIT (EOU) 
Retail Business: unit =                                                            Date: 
Selling Price per Unit:  $________
       Cost Goods Sold: $_______  
       Other Variable Costs: $_______  
Total Variable Costs per Unit: $_______ $________
Gross Profit per Unit:  $________
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Use the EOU to estimate Crazy Caps’ Total Gross Profit: 
Gross Profit per Cap x Number of Units Sold = Total Gross Profit 


     $____ per cap                  x             10 units sold         = 
     $____ per cap                 x              20 units sold         = 
 
 
A Picture’s Worth is a one-person service that provides illustrations for children’s 
books.  The illustrator sells his labor to draw illustrations and also uses materials such 
as paint, brushes and paper.  The illustrator values his time at $10 per hour.  It takes 
about 12 hours to complete an average assignment.  He uses $3 of paper, paint and 
brushes per assignment.  A Picture’s Worth’s cost of services sold per unit is 
$________. 
 
A Picture’s Worth pays a 10% commission to his colleagues who refer assignments to 
him.  The commission is $______ per assignment. 
 
A Picture’s Worth charges $220 for an average assignment. 
 
Complete the EOU analysis to determine A Picture’s Worth’s Gross Profit per Unit: 
 


ECONOMICS OF ONE UNIT (EOU) 
Service Business: unit =                                                            Date: 
Selling Price per Unit:  $________
        Paint, Paper, Brushes: $_______  
        Direct Labor ($__x 12 hours): $_______  
    Cost of Services Sold per Unit: $_______ $________ 
    Other Variable Costs: $________ 
Total Variable Costs per Unit: $________     $________
Gross Profit per Unit:  $________


 
Use the EOU to estimate A Picture’s Worth’s Total Gross Profit: 


Gross Profit per Assignment x Number of Units Sold = Total Gross Profit 
     $____ per assignment                 x             10 units sold         = 
     $____ per assignment                 x              20 units sold         = 
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Ham on Rye, Hold the Mayo 
 
Directions: Complete the worksheet as you and your fellow students help your teacher determine whether or not his/her sandwich business will be 
profitable. 
 


 
Is the sandwich business profitable? 


 


ECONOMICS OF ONE UNIT 
Retail Business: unit = 1 ham and Swiss on rye sandwich                                                    Date: 
Selling Price per Unit: $ __________
Cost of Goods Sold Price Units Quantity Used Cost Each   
   Ham  (4 oz.):       
   Rye Bread (2 slices):       
   Swiss Cheese (2 slices)       
   Mustard (1 oz.)       
   Lettuce (1 oz.)       
   Tomato (¼)       
   Pickles (3)       
   Direct Labor ( ___min.)       
Total Cost of Goods Sold per Unit:                                                                       $_______           $_____  
       
Other Variable Costs       
   Napkin:       
   Paper Wrapping:       
   Plastic Bag       
Total Other Variable Costs per Unit:     $_______  $_____  
       
Total Variable Costs per Unit:    $_____ $_________ 
      
Gross Profit per Unit:     $ _________ 
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Tough Decisions 
 
Directions: You are a business consultant who focuses on helping businesses identify their costs.  Over 
the past few months, you have noticed that very few of your clients are spending time considering 
marginal benefit, marginal cost or opportunity cost.  Four clients have recently contacted you asking for 
help. 
 
Client A:  The Donut Hole 
Sam Jefferson owns a small coffee and donut shop.  He wants to increase his sales.  
He’s considering opening for business two hours earlier every day to cash in on the 
early-bird commuters.  He estimates that during the two early hours of the day, he will 
sell an additional 35 cups of coffee and 10 dozen more donut holes.  The additional 
sales will add $150 to his daily revenues. 
 
Sam realizes that he will need to purchase additional ingredients to produce another 10 
dozen donut holes and 35 cups of coffee.  He will need to pay his baker premium pay 
for the early morning shift and pay his counter staff overtime for the two extra hours.  
Since it’s dark in the early morning, he’ll have higher electricity bills.  Sam determines 
that opening up two hours earlier will cost him $185 a day. 
 
What is Sam’s marginal benefit? _______ 
What is Sam’s marginal cost? _______ 
Should Sam open up two hours earlier to increase his sales?  (Explain your 
recommendation.) 
 
 
 
 
Client B: Invest in the Market? 
Tiffany Langstaff designs and makes unique silver jewelry with a western flair.  Her 
business, Hi Ho Silver has been doing reasonably well.  She has just been 
commissioned to create special gifts for the Western Ball and she will have an extra 
$3,000 when she completes the order that she had not been counting on.  She has 
been considering investing in a retirement plan and this money would get her in the 
market sooner.  On the other hand, there is a jewelry marketplace in Santa Fe that is 
coming up next month.  The booth fee, travel expenses, advertising and additional 
materials to add more jewelry pieces to her collection adds up to $3,000.  Which market 
should she invest in? 
 
Outline the opportunity cost for Tiffany: 
 
 
Would you recommend Tiffany invest in the stock market or the Santa Fe market? 
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Client C: Is it a Wrap? 
Carla and Manuel met in art class and soon discovered that they both enjoyed 
designing greeting cards.  When their high school decided to hold a crafts fair, they 
decided to start a gift card business.  They have been very successful and are able to 
keep up with special orders as well as have enough inventory to enter several craft 
fairs.  Carla thinks it’s time to add a new line of wrapping paper to their business.  
Manuel isn’t quite sure that is such a good idea. 
Carla figures if they create a line of five designs of wrapping paper they can bring in an 
additional $200 in revenue at each of the craft fairs.  She estimates that the only 
additional costs will be for butcher paper, additional paints and her and Manuel’s labor.  
She estimates the total cost to be $100 per craft fair. 
 
What is Carla and Manuel’s marginal benefit? _______ 
What is Carla and Manuel’s marginal cost? _______ 
Should Carla and Manuel add a line of wrapping paper to their business to increase 
sales? (Explain your recommendation) 
 
Is there an opportunity cost involved? 
 
 
 
 
 
Client D: Toes on the Go 
Venus Johnson currently works in her mother’s nail salon.  Her mother pays her a base 
salary and she receives an additional percentage of each of the services she provides.  
In addition, Venus keeps 100% of any gratuities she receives.  Venus has become 
frustrated with her mother because Venus has no control over her time. Her mother 
books all of the appointments and many of them are on Saturday morning.  Venus is 
considering starting her own mobile pedicure business, Toes on the Go.  She needs 
your help in thinking through the opportunity cost of her decision. 
 
Outline all the things Venus should take into consideration: 
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Ham on Rye Sub Sandwich 
 
Directions: Review the Ham on Rye, Hold the Mayo worksheet that you completed in class. 
Compare the ham on rye with Swiss cheese sandwich your teacher made in class with a similar sandwich 
at Subway. 
 
 
 
 
How much would a similar sandwich cost at Subway? 
 
 
 
What is Subway’s approximate gross profit per sandwich? 
 
 
 
 
What kinds of fixed costs might Subway incur in operating a store and making 
sandwiches? 
 
 
 
 
 
What kinds of variable costs might Subway incur in operating a store and making 
sandwiches? 
 
 
 
 
If Subway wants to add a new menu item, what concept should they be familiar with in 
order to make a decision? 
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What’s The Benefit? 
 


Directions: Consider each product or service and list all the associated customer benefits you can think 
of.  Remember, customers buy benefits, not features! 
 


1. Hammer 
 
 
 
 
 
 


2. Sun screen 
 
 
 
 
 
 


3. Breath mints 
 
 
 
 
 
 


4. Backpack 
 
 
 
 
 
 


5. Cell phone 
 
 
 
 
 
 


6. Google 
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Name That Brand 
 
Directions: Identify the product/brand represented by each logo or ad icon. 


1.  Product/Brand__________________________ 


2.  Product/Brand__________________________ 


3.  Product/Brand__________________________ 


4.  Product/Brand__________________________ 


5.  Product/Brand__________________________ 
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6.  Product/Brand__________________________ 


9.  Product/Brand__________________________ 


8.  Product/Brand__________________________ 


7.  Product/Brand__________________________ 


10.  Product/Brand_________________________ 


Directions:  Identify the product/brand represented by each logo or ad icon. 
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11.  Product/Brand_________________________ 


12.  Product/Brand_________________________ 


13.  Product/Brand_________________________ 


14.  Product/Brand_________________________ 


15.  Product/Brand_________________________ 


Identify the product/brand represented by the logo or ad icon. 
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Build a Brand 
 


Adapted from: How to Build a Brand, The National Foundation for Teaching Entrepreneurship 
 
 
 
 


1. Choose a name for your business that is easy to remember, easy to 
spell, describes your business and establishes your business in the 
customer’s mind. 


 
 
 


2. Create a logo that symbolizes your business.  A logo is a distinctive 
company trademark or sign. 


 
 
 


3. Develop and maintain a good reputation.  Concentrate on the quality of 
your product or service.  Make certain that when customers hear your 
company name or see your company logo they feel good about your 
company. 


 
 
 


4. Create a brand personality.  Consider what statement you want your brand 
to make; caring, studious, youthful, playful, expensive, casual, etc? Your 
brand personality will help you develop a relationship with your customers. 


 
 
 


5. Communicate your brand personality to your target market.  Identify what 
type of advertising will best reach your target market. 
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Putting It All Together 
Inventors: 
You will have 5 minutes to create a product from the company’s creation station. The 
table with the filled lunch sacks will serve as the creation station.  You will select one of 
the sealed bags, bring it back to your team’s table, empty the bag and create a product 
using only the contents of the bag and a limited amount of “product adaptation” material 
(masking or duct tape). 
 
You must define the following: 


 What is the product? 
 


 What are the important features of the product? 
 
 
 
Marketing Consultants: 
As the inventors are creating the product, you may observe and take notes but may 
NOT speak.   
 
At the end of the inventors’ time, you will have 5 minutes to draft an initial marketing 
strategy including: 


 Target market (business or consumer) 
 
 Primary characteristics of the target market (age, gender, etc.) 
 
 The 4 P’s  


o Product: Name of the product and unique benefits 
 


o Price: All raw materials and production costs total $5 for initial quantity. 
Determine pricing strategy and sales per unit. 


 
o Place: Determine if there are any special packaging and shipping 


requirements.  Will the product be sold to distributors, over the Internet or 
directly through retail? 


 
o Promotion: Describe how you will get the attention of your target market, 


demonstrate benefits and convert interest into sales. 
 
 
Team: 
Each team will make a 4-minute presentation to the Board of Directors, which are the 
other classmates.  The Board will select the top two inventions to be marketed this year 
using a secret ballot process.  
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Who Are We? 
 
Directions: Develop both demographic and psychographic profiles of your group.  Record the 
characteristics that group members have in common.  Be prepared to compare your group’s results with 
those of the other groups. 
 
Demographic Profile: 
Name 
 


      


Age 
 


      


Marital 
Status 


      


Family  
Size 


      


Ethnicity 
 


      


Gender 
 


      


Profession 
 


      


Education 
 


      


Income 
 


      


 
Psychographic Profile: 
Name 
 


      


Favorite  
Music 


      


Favorite 
Food 


      


Political 
Viewpoint 


      


Favorite 
Leisure 
Activity 


      


Favorite Film 
Genre 


      


Other 
 


      


 
Commonalities: 
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Who Are They? 
 
Directions:  Look through your magazine.  Answer the questions below.  Pick a spokesperson to share 
your group’s analysis with the rest of the class. 
 
 
Type of Magazine: ______________________________________________________ 


_____________________________________________________________________ 


 


Kind of articles written within: _____________________________________________ 


_____________________________________________________________________ 


 


Products or services being advertised (Describe 2 ads to the class):  


______________________________________________________________________ 


______________________________________________________________________ 


______________________________________________________________________ 


 


Describe ways in which advertisers gain the interest of the readers: 


______________________________________________________________________ 


______________________________________________________________________ 


 


Who do you think the target market is? 


Age  


Gender  


Income Level  


Ethnic Group  


Education Background  


Values  


Other:  


Other:  
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Competitive Analysis 
 
Directions:  First, select a successful business in your area.  Next, select four competing businesses and analyze each business using the six 
points for analyzing your competition discussed in class.  Create your own chart or fill in the chart below. 
 


Competitor Price Location Building 
Facility 


Strength Weakness Strategy 
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Wall Street Journal Notes 
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Unit 3: Section 1 


Financing Your Business 
“Genius is 1% inspiration and 99% perspiration.  Accordingly a genius is often merely a 
talented person who has done all of his or her homework.”  - Thomas Edison, American 
inventor 
  


Overview 


Students learn how to calculate start-up costs, forecast revenues and expenses and 
prepare a cash flow statement and a balance sheet.  Students also explore ways of 
reducing or eliminating start-up costs and consider alternatives to raise money to cover 
start-up costs. 


Key Objectives 


Students will be able to: 
 Calculate start-up costs 
 Prepare a cash flow statement 
 Understand the components of a Balance Sheet 
 List sources of capital to start a business (debt and equity) 
 Identify ways to minimize start-up costs 


Preparation 
Framework for Learning: 
Review the Options, Options, Options worksheet. Select your preferred option. 


Activity 1: 
Gather the Business Idea Cards used previously in Unit 2: Your Competitive 


Advantage. Select several cards. Prepare a list of start-up costs for each item. 
Activity 2: 
Make arrangements for a field trip to Young Americans Bank, 3550 East First 


Avenue, Denver, Colorado 80206, 303- 321-2265.  As an alternative, make 
arrangements for a bank representative to visit the class as a guest speaker. 


Activity 3: 
Make arrangements for a representative from the Small Business 


Administration, Colorado District Office, 721 19th Street, Suite 426 Denver, CO 
80202-2517, (303) 844-2607, to visit the class as a guest speaker. 


Enrich the Learning:  
Complete your own Personal Financial Statement prior to assigning the task as 


homework.  


Establish the Framework for Learning 


 Ask students what the difference is between start-up costs and the actual costs 
involved in operating a business.  Ask students to provide examples. 
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 Pair up students and direct them to the Options, Options, Options worksheet in 
their Student Guides.  Allow 6-7 minutes for students to discuss with their 
partner and select the option that appeals to them.  Conduct a straw poll to see 
which was the preferred option.  Ask students to share their reasons. 


Develop the Learning 
 Ask students if they can name one of the main reasons small businesses fail. 


Possible answer: Lack of money.  Many entrepreneurs with great ideas have 
been unsuccessful because they did not have the financial resources to start 
their businesses. 


 Suggest to students that before you can approach a banker or an investor about 
financing your business, you need to know if your business is viable.  To figure 
out if your business is viable, you need to prepare financial statements.  The 
statements you’ll need to prepare include: a list of start-up costs, a cash flow 
statement, an income statement, a balance sheet and a personal financial 
statement. 


 Explain that the first four statements are known as pro forma financial 
statements, or statements that are based on projections versus actual amounts. 
Your personal financial statement lists the actual amount of personal assets and 
liabilities. 


 Define start-up costs: one-time-only expenses that are paid to establish the 
business. 


Activity 1: Start-Up Cost$ 
 Ask students to think of some common start-up costs.   


Possible answers: Equipment and supplies, furniture, vehicles, remodeling, 
permits, licenses, etc. 


 Divide students into small groups and distribute a Business Idea card to each 
group.  Direct students to the Start-Up Cost$ worksheet in their Student 
Guides. Each group should compile a list of the start-up costs for the business 
listed on their card.  Have students estimate the cost of each item.  Allow 10-12 
minutes for groups to complete the assignment.  As students are completing the 
assignment, write the businesses on the board in a chart format. 


 Ask each group to list their business start-up costs.  Write the students’ 
responses under the name of their businesses on the board.  Have students 
compare the businesses’ start-up costs and ask them to identify the most 
expensive and least expensive business to start. 


Discussion 
 Explain that many entrepreneurs have to borrow the money needed to cover their 


start-up costs.  The money a business needs to get started is called start-up 
capital or “seed money.”   


 Suggest that in addition to the start-up costs listed on the board, each business 
should also figure money for a cash reserve into its start-up capital needs.  
According to the Foundation for Teaching Entrepreneurship, start-up capital 
should include “a cash reserve that equals at least half of your start-up costs.” 
Having a cash reserve accomplishes two important objectives: it provides a 
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cushion for unexpected expenses such as equipment failure and it allows you to 
be open to opportunities.   


 Define cash flow statement: a statement that describes how much cash comes 
in and how much cash goes out of a business over a period of time.  Explain that 
the cash coming in is referred to as revenue.  The amount of cash going out is 
known as expense. 


 Ask students how they would go about creating a pro forma cash flow statement 
for the businesses they used to list the start-up costs.   
Discussion: They would first need to forecast their monthly revenues by 
analyzing the demand for their products or services.  They would also need to 
know the prices they will charge for each item.  Next, they would need to 
estimate their monthly operating costs.  Remind students that the monthly 
operating costs include the cost of goods sold and the fixed costs – USAIIRD. 


 Direct students to the sample Pro Forma Cash Flow Statement page in their 
Student Guides.  Point out the items listed.  Remind students that the revenues 
are projections/estimates.  The operating expenses include the cost of goods 
sold as well as the monthly fixed costs and variable costs.  Ask students how 
they feel about the monthly cash flow numbers.   
Discussion: The cash flow numbers are negative because revenue was less than 
expenses.  This is a fairly typical situation for a business just starting out because 
sales may be slow and expenses may be high. 


 Emphasize that entrepreneurs usually create monthly pro forma cash flow 
statements for the first year of operation and annual statements for the next two 
years of operation. 


 Define income statement: a financial statement that indicates how much money 
a business earns or loses during a particular period.  Income statements are also 
referred to as profit and loss statements. 


 Ask students what they think the difference is between a cash flow statement and 
an income statement.   
Answer: A cash flow statement shows when cash is actually paid out or received. 
An income statement shows when sales are made or expenses incurred, even if 
the payments are made or received at a later time. As a result, the numbers may 
not match! 


 Write the following accounting equation on the board: 
Asset = Liabilities + Owner’s Equity 


 Explain that another pro forma financial statement an entrepreneur should 
prepare is a balance sheet.  A balance sheet is a financial statement that tells 
the condition of a business at a particular moment in time.  The balance sheet is 
like a picture of a business, illustrating three of the most important elements of a 
business: the assets, liabilities and net worth.  Assets include everything a 
business owns.  Liabilities are the debts and obligations of a business, or the 
bills it owes.  The net worth of a business is the difference between what it owns 
and what it owes.  Net worth is sometimes referred to as owner's equity. 


 Direct students to the Pro Forma Balance Sheet page in their Student Guides. 
 Point out each item on the statement.  Demonstrate on the board how the totals 
of each section of the balance sheet keep the accounting equation in balance.  







Entrepreneurship: Starting a Business 3.1 Financing Your Business Page 93
 
 


 Explain that fixed assets will be used for a number of years while current assets 
are cash or can be converted into cash or are used up in normal operations. 


 Point out that accounts receivable is a special kind of asset and that it is a 
current asset because the money will be collected soon. 


 Explain that long-term liabilities, such as bank loans, are payable over a period of 
years, while current liabilities are payable within a short period of time. 


 Emphasize that accounts payable represents the amount due to suppliers.  Point 
out that the allowance for uncollectible accounts is listed on the balance sheet to 
represent an estimate of the amounts that customers will not pay. 


 Ask students how they would explain the difference between an income 
statement and a balance sheet.   
Discussion: The difference between these statements can be compared to the 
difference between a photograph and a motion picture.  The balance sheet is like 
a photograph, depicting a business as it appears in a single instant.  The income 
statement is like a motion picture, depicting a business as it changes over time. 


Activity 2: Young Americans Bank (prearranged field trip or guest speaker) 


 Ask students what their next step would be after preparing their pro forma 
financial statements and needing money to start their business.   
Answer: The next step is to decide what kind of financing to pursue. 


 Explain that there are two kinds of financing: debt and equity.  Debt capital is 
money loaned to a business with the understanding that the money will be 
repaid.  Equity capital is money invested in a business in return for a share in the 
business’s profits. 


 Ask students to indicate by a show of hands, how many have heard of Young 
Americans Bank.  How many have bank accounts at Young Americans Bank?  
How many of students have or had a loan with Young Americans Bank?  Explain 
that Young Americans Bank is the only bank in the world specifically designed for 
young people 22 and younger.  Introduce the representative from Young 
Americans Bank who will review types of bank loans, the C’s of credit and 
answer questions. 


Activity 3: Small Business Administration (prearranged guest speaker) 


 Point out that, as they may have heard from the bank representative, sometimes 
banks do not feel comfortable lending money.  In those cases, the Small 
Business Administration (SBA) may be able to help out.   


 Explain that the SBA, “was created in 1953 as an independent agency of the 
federal government to aid, counsel, assist and protect the interests of small 
business concerns, to preserve free competitive enterprise and to maintain and 
strengthen the overall economy of our nation.” 
http://www.sba.gov/co/aboutus.html 


 Introduce the representative from the SBA who will explain the seven 
requirements for an SBA loan and the SBA loan application process. 


Discussion 
 Comment that students have just learned about sources of debt capital.  Now it’s 


time to consider equity capital.  Many entrepreneurs provide much of the equity 
for their own businesses.  They use their personal savings to finance the start of 
their businesses.  In some cases, entrepreneurs may use their personal finances 
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to secure debt capital from a bank because it shows the bank they are confident 
that their business will succeed. 


 Ask students for additional sources of equity capital.   
Discussion:  1. Friends and family members, but sometimes you risk the loss of 


a friendship or create a strain in the family if you default on the 
loan.   
2. Venture capitalists are another source.  Venture capitalists are 
individuals or companies who make a living investing in start-up 
companies. 


 Ask students which source of financing is riskier for the entrepreneur, debt or 
equity.  Ask students which is riskier for the investor?   
Answer: Debt is often the riskier choice for the entrepreneur because the loan 
must be repaid even if the business fails.  Equity is riskier for investors because 
they could lose their entire investment or not recover it for years. A loan must 
legally be repaid. 


Activity 4: There Has To Be A Way… 
 Ask for a volunteer to share his/her business idea with the class.  Ask the student 


volunteer to list the costs involved with starting the business.  List the items on 
the board.   
Possible option: If you do not have a volunteer, suggest the business idea of a 
full service lawn operation with costs such as mower, trimmer, edger, leaf blower, 
business flyers, business cards, etc. 


 Divide students into triads and direct them to the There Has To Be A Way… 
worksheet in their Student Guides.  Have students brainstorm ways to reduce or 
eliminate the start-up costs listed on the board.  Encourage them to think 
creatively.  Allow 7-8 minutes for students to compile their ideas.  Ask each group 
to share one idea at a time.  Go around the room until all ideas have been 
shared.   
Possible ideas: Equipment rental, buying used equipment, barter or trade, etc. 


 Remind students that if their start-up costs are too high and they are unable to 
secure financing, they may either need to consider a different idea or save their 
own money over an extended period of time. 


Summarize the Learning 
 Emphasize that sometimes people get so excited thinking about their business 


idea that they don’t consider the financial aspects of starting the business.  
Creating pro forma financial statements allows an entrepreneur to determine how 
successful his/her idea will be before actually starting the business. 


 Entrepreneurs need to carefully consider the risks associated with the three 
financing options: to save, borrow (debt capital) or sell (equity capital). 


Enrich the Learning 
 Start-ups.  Pair students and have each pair select one of the following 


businesses to use for their project or pre-assign one business to each pair:  
o Pet Shop 
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o Small Equipment Repair Shop 
o Handbag and Shoe Boutique 
o Hardware Store 
o Snow Removal Service 
o Tree Cutting Service 
o Costume Rental Shop 
o Sandwich Cart 
o Nail Salon 
o New and Used Video Game Store 


Ask students to draw up a list of equipment and supplies needed to open the 
specific business they selected or were assigned. 


 SBA Resources.  Have students contact the local SBA office, 303-844-2607, or 
visit the SBA website, http://www.sba.gov, and explore the resources available to 
small businesses.  Assign students the task of writing a five-paragraph paper 
outlining the resources they found most helpful. 


 
 Your Personal Financial Statement.  Encourage students to complete the 


Personal Financial Statement in their Student Guides.  Explain that to receive 
credit, students need to fill out the form and then bring it in to show they have 
completed the assignment.  You will not be collecting the statements since they 
contain private information. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles that focus on small business 
start-ups and financing options. 


 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Unit 3: Section 2 


Record Keeping 
 
“There are no secrets to success.  It is the result of preparation, hard work, and learning 
from failure.”  - Colin Powell, former Secretary of State 
 


Overview 


Students discover the importance of keeping records using journals and ledgers, 
explore the advantages and disadvantages of using computers and record-keeping 
software, learn methods of keeping inventory records and the advantages and 
disadvantages of having too much or too little inventory on hand. 
 


Key Objectives 


Students will be able to: 
 Keep journals, ledgers and other types of important business records 
 List the advantages and disadvantages of computerized record keeping 
 Track inventory using the perpetual or periodic inventory method 
 Use records to analyze and improve business operations 


Preparation 
Establish the Framework: 
Complete a Where Did the Money Go? worksheet to be able to respond to the 


question posed. 
Activity 1: 
Review the Recording Business Transactions worksheet.   
Review the Monthly Record Keeping Journal Key that follow this lesson prior 


to facilitating the activity.   
Activity 2: 
If you did not previously take a field trip or have a bank representative visit your 


classroom, you may want to make arrangements for a field trip to Young 
Americans Bank, 3550 East First Avenue, Denver, Colorado 80206, (303) 321-
2265.  As an alternative, make arrangements for a bank representative to visit 
the class as a guest speaker. 


Review the How to Write a Deposit and How to Write a Check worksheets.   
Activity 3: 
Locate the Business Check Register transparency and gather a vis-à-vis pen 


and overhead projector.    


Establish the Framework for Learning 


 Direct students to the Where Did The Money Go? worksheet in their Student 
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Guides.  Allow approximately 5-6 minutes for students to complete the 
worksheet.  Ask students to indicate, by a show of hands, how many of them 
kept all or more than 50% of their receipts.  (Adapted from The National Foundation for 
Teaching Entrepreneurship) 


 Divide students into small groups of 3-5.  Ask each group to develop a list of all 
the different kinds of records they think a business should keep.  Once the 
groups have developed their lists, go around the class and ask each group to 
share one idea until every idea has been listed on the board.  Provide input as 
needed.   
Possible answers: sales, cash payments, cash receipts, purchases, bank 
accounts, payroll, income tax, payroll deductions, sales tax 


Develop the Learning 
Discussion 


 Ask students if they think it’s important for a business to keep records.   
Discussion: Good records allow businesses to make good business decisions.  
Records measure how well a business is doing and are used to document certain 
activities.  Good records provide information for preparing financial statements 
such as a profit and loss statement, income statement, and balance sheet.  
Incomplete or inaccurate records can lead to mismanagement and potential legal 
problems! 


 Define transaction: a business activity that changes assets, liabilities, or net 
worth. 


 Suggest that regardless of the products or services offered, every business 
should have a basic record keeping system that includes the following: 


o Business checking account.  All purchases should be paid for by check 
because it serves as proof of payment and as backup for income taxes.  A 
clear record of business expenses and income must be maintained for a 
business owner to know how his/her business is doing.  Entrepreneurs 
should not use a personal checking account for business purposes.  
Mixing business and personal expenses makes it hard to maintain 
adequate records for tax purposes. 


o Record-keeping journal to track income and expenses.  This is a 
chronological record of business transactions, often referred to as the 
book of original entry. 


o Filing system for receipts, invoices, and other important documents.  One 
of the most important parts of a good record keeping system is a sound 
filing system.  All records should be kept and organized in a monthly or 
alphabetical filing system.  These items are often referred to as source 
documents.  They are the written evidence on paper that supports 
business income and expense transactions. 


 Explain that a business needs to keep accurate accounting journals and ledgers 
as well as records of bank statements, payroll and taxes paid.  Compare this list 
to the list recorded from students’ responses (Establish the Framework). 


 Ask students if anyone keeps a journal.  Suggest that while the students’ journals 
may be used to write down ideas, thoughts, feelings or dreams, a business’ 
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journal is used to track revenue, expense and profit.  Emphasize that for a 
business, a journal is a form for recording business transactions. 


 List the five types of journals on the board.  Review each type by first asking 
students if they can explain how each journal is used. 


o Sales Journal: Used to record only sales of merchandise on account.  
Merchandise sold on account means that customers receive goods or 
services now and pay for them at a later date. 


o Cash Disbursements Journal: Used to record only cash and check 
payment transactions.   


o Cash Receipts Journal: Used to record only cash receipt transactions.  
Goods or services are paid for with cash at the time customers receive 
them. 


o Purchases Journal: Used to record only purchases of merchandise on 
account.  If the business receives merchandise today but pays for it at the 
end of the month, the purchase is recorded here. 


o General Journal: Used to record any kind of transaction.  Some small 
businesses use only this journal.  Businesses that use the four special 
journals described above use the general journal to record transactions 
that do not fit in one of the special journals. 


 Emphasize that the record keeping process begins when a business transaction 
occurs and ends when financial statements are prepared.  Describe the record 
keeping process to students by reviewing the following steps: 
Step One: Track income and expenses by maintaining source documents for 


all transactions, including invoices, check stubs, receipts, etc. 
 Step Two: Record transactions by category in chronological order in a journal 


using the source documents. 
 Step Three: File all source documents and important papers either monthly or 


alphabetically. 
Step Four: Prepare financial statements from journal totals that show income 


and expenses for a stated period, such as a month. 
Activity 1: Recording Business Transactions 


 Divide the class into pairs. 
 Direct students to the Recording Business Transactions worksheet in their 


Student Guides.  Review the directions and direct students to the Monthly 
Record Keeping Journal on the next page in their Student Guides.   


 Allow 6-7 minutes for students to complete their journals.  Check the students’ 
work for understanding and accuracy. 


 Answer any questions students have regarding the proper recording for each 
transaction. 


Discussion 
 Define bank: an institution that receives, lends, borrows, exchanges, issues and 


safeguards money. 
 Ask students to independently brainstorm services that banks provide to 


entrepreneurs and record their ideas.  Have students share one idea as you list 
the ideas on the board.  Compare the students’ list to the list below: 
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o Savings accounts 
o Checking accounts 
o Certificates of deposit 
o Lines of credit 
o Business loans 
o Real estate loans 
o Credit cards, debit cards, ATM cards 
o Safe deposit boxes. 


 Conduct a straw poll to determine how many students have a current banking 
relationship.  Suggest that establishing a banking relationship is key to business 
success.  Remind the students that one of the key components of a good record 
keeping system is a business checking account so that entrepreneurs can track 
their money based on income and expenses. 


Activity 2: Business Checking 
 Direct students to the How to Write a Deposit page in their Student Guides.  


Review the parts of a deposit slip and the instructions for correctly filling one out.  
 Direct students to the Business Deposit worksheet in their Student Guides. 


Explain that students will need to refer to the Monthly Record Keeping Journal 
in their Student Guides in order to write the business deposits.  Allow 
approximately 6-10 minutes for students to write all six deposits.  Check for 
understanding and accuracy by moving around the classroom and conducting 
spot checks. 


 Direct students to the How to Write a Check page in their Student Guides.  
Review the parts of a check and the instructions for correctly writing a check. 


 Direct students to the Business Check Writing worksheet in their Student 
Guides.  Explain that students will need to refer to the Monthly Record Keeping 
Journal in their Student Guides in order to write the business checks. Allow 
approximately 8-12 minutes for students to write all nine checks.  Check for 
understanding and accuracy by moving around the classroom and conducting 
spot checks. 


Discussion 
 Ask students the reasons why tracking how much money a business actually has 


in its checking account is important.  Have students explain their answers.  
Discussion: Stress the importance of keeping track of how much money a 
business has in its account.  Explain that banks do not always have current 
account balances if all checks written have not yet reached the bank.  Only the 
account holder knows his or her correct balance. 


 Ask students what happens if the business writes a check when there are not 
enough funds to cover the amount of the check.  Discuss the consequences of 
overdrawing an account.  Explain to students that banks penalize customers who 
write checks when they do not have enough money in their bank accounts to 
cover the checks. People who write checks for more than the balance in their 
accounts overdraw their checking accounts.  Banks usually charge an overdraft 
fee and either pay the check or return the check unpaid to the business or 
individual to whom the check was originally written.  Not only does it cost more 
money to “bounce” a check, it also creates a negative credit history. 
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Activity 3: Check Register 
 Direct students to the Business Check Register page in their Student Guides.  
 Define check register: a book in which you record the dates, amounts, names of 


individuals or business to whom have written checks and the reasons for the 
checks.  You also record the dates and amounts of money received in the 
deposit column. 


 Explain that each student will enter in Green To Go’s transactions in 
chronological order beginning with the original investment of $400 as the initial 
deposit.  Students will need to refer to the Monthly Record Keeping Journal in 
their Student Guides.  Point out that normally students would write a check or 
complete a deposit slip and immediately record the transaction in their check 
register. 


 Use your Business Check Register transparency to demonstrate the next five 
steps: 


o Have students write “0” in the beginning balance space.   
o Next, have students write in the first deposit of $400.   
o Ask students to add the deposit to the beginning balance 


and write the total amount on the balance line for $400. 
o Have students enter Check #1001 for $20 in the register.  


Then, have students subtract the amount from the balance 
and record the new balance of $380. 


o Finally, have students enter check #1002 for $18.67 in the 
register. Have students subtract the amount from the 
balance and record the new balance of $361.33. 


 Ask students to continue recording the transactions on the Business Check 
Register until all transactions have been recorded and they have arrived at a 
final balance.  Allow approximately 10 –12 minutes for students to complete 
recording all 16 transactions. 


 Use your Business Check Register transparency to review the activity by 
asking students to explain what transaction you need to record on the 
transparency and what the balance is after each transaction.  A Business Check 
Register Key follows this lesson. 


 Answer any questions students may have about keeping track of deposits and 
withdrawals. 


Discussion  
 Point out that a business should have a separate checking account from the 


owner’s personal checking account. 
 Emphasize that a check register should be balanced every month with the bank. 


Explain that each month the bank will send out a bank statement that shows all 
the transactions that took place during a specified period of time.  It is up to the 
business owner to balance his/her check register with the bank and to be certain 
that the bank balance is the same as the balance that the business owner shows. 


 Remind students that a business checking account is one of the essential 
ingredients for a basic record keeping system. 


 Refer back to the list of records that students came up with and ask what records 
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have not yet been discussed.  Answer: Payroll and tax 
 Ask students to indicate by a show of hands how many of them have paying jobs 


after school or on weekends.  Ask any of the students, who raised their hands, to 
share with the class what information is included on a paycheck and paycheck 
stub or voucher check.  Compare students’ responses to the following list: 


o Employee’s name 
o Regular and overtime earnings 
o Federal, state and local tax deductions 
o Social security and Medicare contributions deducted 
o Other deductions, e.g. health insurance 


 Explain that if a business has employees, the business must maintain payroll 
records.  Payroll records indicate how much the employees earn during a certain 
pay period. In addition, they show any deductions that may have been subtracted 
from those earnings.  Businesses create a payroll register for every pay period 
that includes the same information listed above.  


 Point out that as a business owner, you must make a number of tax payments.  
Ask students to list the three tax payments and explain each one.   
o Income tax: businesses that earn profits must pay income tax just like 


individuals have to pay income taxes.  Businesses pay income taxes quarterly 
and must be prepaid at the beginning of each quarter.   


o Payroll deductions: businesses are required by law to deduct taxes from 
their employees’ paychecks and submit these taxes to the government.   


o Sales tax: in most states and municipalities, businesses are required to 
charge sales tax on goods and services.  Sales tax is based on a percentage 
of sales.  Businesses that collect sales tax usually set up a separate bank 
account to deposit the taxes so that the money that actually belongs to the 
government is not counted towards the business’s balance. 


 Ask students what they think happens to a business that does not keep good tax 
records.   
Discussion: Businesses that fail to make income tax payments or underestimate 
these payments have to pay a penalty.  In addition, the businesses may face 
criminal penalties for tax fraud.  Businesses that fail to submit payroll taxes 
deducted from employees’ paychecks face penalties and could actually be forced 
to shut down!  Businesses that do not pay the proper amount of sales tax on the 
due date face penalties and may eventually lose their sales tax license. 


Activity 4: Technology Pluses and Minuses 
 Divide students into small groups of 3-5.  Designate one student in each group to 


act as the scribe.  Ask students to brainstorm all the advantages and 
disadvantages of a computerized record keeping system. Allow approximately 6-
8 minutes for students to complete both lists. 


 Ask designated scribes to share their group’s list of advantages.  Go around the 
room and ask each group to provide one advantage as you create a list on the 
board.  Allow each group to explain their response.  


 Compare the students’ responses to this list: 
o Efficient data storage: computer files do not take up as much room as 


paper files and computer files may be more easily retrieved than paper 
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files. 
o Efficient data analysis: computer software applications usually have 


imbedded analysis tools that are very efficient. 
o Detailed report creation: computer software applications usually offer a 


variety of reports based on the input and can be quickly created versus 
doing it by hand. 


o Record linkage: computerized record keeping can link all the business 
records, e.g., a sales transaction can be automatically recorded on the 
income statement and the item can be deducted from the inventory. 


o Mathematical error reduction: computers can do mathematical 
calculations more quickly than humans and they are more accurate. 


o Quick error correction: computerized record keeping allows for simple 
error correction and each record that is impacted can be quickly corrected; 
manual error correction is not as efficient and some records may be 
forgotten. 


 Ask designated scribes to be prepared to share their group’s list of 
disadvantages.  Go around the room and ask each group to provide one 
disadvantage as you create a list on the board.  Allow each group to explain their 
response.  


 Compare the students’ responses to this list: 
o Hardware and software issues: computers crash and records can be 


lost if the business has not created a backup tape or disk and computer 
viruses and spyware can affect and corrupt the files.  


o Loss of confidentiality: hackers can access business records and cause 
harm to the business and its customers. 


o Unauthorized employee access: computer files may make it easier for 
unauthorized personnel to access records and edit or delete information. 


o Untrained and/or unwilling employees: computers can be challenging 
for some people and employees may not be comfortable using them or 
they may not receive proper training. 


Discussion 
 Define inventory: the stock of goods a business has for sale 
 Ask students how they feel when they decide they want to make a purchase and 


discover that the store does not have the item in stock.   
Possible answers: frustration, disappointment, determination to go somewhere 
else, decide to stop frequenting that business 


 Suggest that another important kind of record keeping is tracking inventory.  
Businesses that do not have an effective method of recording inventory may lose 
business because items are not in stock or they may lose money because they 
have too many items on hand! 


 Ask students to indicate by a show of hands how many of them have ever 
worked for a business where a physical inventory was taken.  If students respond 
in the affirmative, ask them to describe the process to the class.   


 Point out that inventory can be tracked in two different ways: 
o Perpetual inventory method: keeps track of inventory levels on a daily 


basis using stock cards or a computer. 
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o Periodic inventory method: involves taking a physical inventory that tells 
a business how many units of each item remain in stock.  Businesses that 
use the periodic inventory method usually check their inventories weekly 
or monthly. 


 Point out that regardless of the inventory method used, businesses still need to 
take a physical inventory at least once or twice a year. 


 Ask students if they can name the three factors that impact the level of inventory 
a business keeps in stock.  Answer: Carrying costs, turnover rates and cost of 
losing a sale because the item is out of stock. 


 Ask students to explain the cost of carrying too much inventory.   
Answers: The business may get stuck with outdated or unwanted merchandise.  
Some inventory can deteriorate and items have to be offered at a discount or 
thrown out, including perishable food items, plants, etc.  The business may incur 
interest fees on loans or purchase orders if it must wait to pay lenders or 
suppliers until inventory is sold, which could cost more money.  Insurance 
premiums may go up due to increased liability with more merchandise on site.  
More merchandise on site may require additional storage space that must be 
leased. 


 Remind students of their response to the question of how they felt when an item 
they wanted to buy was out of stock.  Point out that businesses that have nothing 
to sell will lose sales.  Sometimes those lost sales are immediate and short term; 
while other lost sales impact future sales and are long-term. 


 Explain stock turnover rate: the rate at which inventory of a product is sold and 
replaced with new inventory.  Example: a business that purchases inventory six 
times a year and sells its entire inventory in that same year has a stock turnover 
rate of 6.  The stock turnover rate shows how many times a year a business sells 
all of its merchandise. 


 Point out that turnover rates can assist a business in determining how much 
inventory to keep in stock.  An easy way to determine how many months of 
inventory to keep on hand is to divide the number of months in a year (12) by the 
stock turnover rate.  For example, the business that has a stock turnover rate of 
6 needs to keep two months worth of inventory in stock at all times (12  6 = 2). 


 Ask students to consider the benefits of the two inventory methods.   
Discussion: Perpetual method updated daily is more timely.  The periodic 
physical method may be more accurate. 


Summarize the Learning 


 Review the three components of a basic record keeping system: business 
checking account, record-keeping journal and filing system.  Suggest that 
students consider setting up their own personal record keeping system to track 
their own income and spending! 


 Direct students to the Tips for Business Checking page in their Student 
Guides.  Ask students to take turns reading aloud the tips as they are listed on 
the sheet. 


 Have students consider the various costs associated with keeping inventory and 
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select the cost they believe could be the most expensive for a business.  Have 
students explain their answers. 


Enrich the Learning 
 Word Search.  Direct students to the Record Keeping Word Search page in 


their Student Guides.  Have students complete the word search. 
 


 Bank Selection.  Divide students into small groups of three.  Direct students to 
the Choosing a Bank That’s Right for You page in their Student Guides.  
Explain that each member of the group should visit a different bank and complete 
the worksheet.  Students should then meet in their groups and decide which of 
the three banks they would recommend to the rest of the class.  Each group will 
be expected to give a five-minute sales pitch outlining the recommended bank’s 
products and services and the main reason for the recommendation. 


 
 Recordkeeping Software.  Have the students research accounting or money 


management software for small businesses.  Students may use the Internet or  
“shop” at Office Depot, Office Max, Target, etc.  Students should select three 
packages and outline the strengths and weaknesses of each package in a five-
paragraph essay.  The essay should include the student’s research method and 
a final software package recommendation. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis and have each student look for articles that focus on inventory issues. 
 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Activity 1 - Recording Business Transactions - Key 
Monthly Record Keeping Journal      Business Name: Green To Go 


Page _1__ of __1_         Month: May Year: 20XX 
 


 
AMOUNT EXPENSE AMOUNT Date 


Check or 
Invoice 
Number 


Transaction 
Description 
(Paid to or 
Received 
from) 


Income Sales Tax 
Collected 


Owner’s 
Capital 


Owner’s 
Withdrawal 


Advertising Auto/ 
Travel 


Equipment Inventory Supplies Rent Misc. 


5/1 D Deposit 400.00  


5/2 1001 Jason 
Smith 


 20.00


5/3 1002 Sir Speedy 18.67 


5/4 1003 Home 
Depot 


 31.90


5/6 1004 A-1 
Rentals 


 13.76


5/9 1005 Cash  20.00 


5/12 D Deposit 35.00  


5/15 D Deposit 48.00  


5/18 1007 Sir Speedy 8.43 


5/19 1008 Diamond 
Shamrock 


 23.90


5/23 D Deposit 25.00  


5/25 1009 Ace 
Hardware 


 29.95


5/30 D Deposit 95.00  


5/31 1010 Home 
Depot 


 4.50


 
TOTAL FOR THE MONTH $203.00 $400.00


 
$47.10 $49.95 $36.40 $37.66
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Activity 3 - Business Checkbook Register - Key 
  


Paid to? or Deposit Check 
number 


Date  


For what reason? 


Balance Forward 0


Deposit 
Subtract check   - 


Add deposit  + 
400.00D 5/1 


Owner’s investment/capital Balance 400.00


Jason Smith 
Subtract check  - 


Add deposit  + 
20.001001 5/2 


Used trimmer Balance 380.00


Sir Speedy 
Subtract check  - 


Add deposit  + 
18.671002 5/3 


Flyers 
Balance 361.33


Home Depot 
Subtract check  - 


Add deposit  + 
31.901003 5/4 


Work Gloves Balance 329.43


A-1 Rentals 
Subtract check  - 


Add deposit  + 
13.761004 5/6 


Blade sharpening Balance 315.67


Cash 
Subtract check  - 


Add deposit  + 
20.001005 5/9 


Advertising: Flyer 
Distribution 


Balance 295.67


Deposit Subtract check  - 
Add deposit  + 


35.00D 5/12 


2 lawns plus tip Balance 330.67


Deposit 
Subtract check  - 


Add deposit  + 
48.00D 5/15 


3 lawns plus tip Balance 378.67


Sir Speedy 


 


Subtract check  - 


Add deposit  + 


   8.431007 5/18 


Business Cards Balance 370.24


Diamond Shamrock Subtract check  - 


Add deposit  + 


23.901008 5/19 


10 gallons of gas Balance 346.34
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Business Checkbook Register - Key, page 2 
 


  


Paid to? or Deposit Check 
number 


Date  


For what reason? 


Balance Forward 346.34


 
Deposit 


Subtract check   - 
Add deposit  + 


25.00 
D 


5/23 


1 lawn & 1 hedge Balance 371.34


Ace Hardware Subtract check  - 
Add deposit  + 


29.951009 5/25 


Lawn Edger Balance 341.39


Deposit Subtract check  - 
Add deposit  + 


95.00D 5/30 


5 lawns plus tips Balance 436.39


Home Depot Subtract check  - 
Add deposit  + 


4.501010 5/31 


Trimmer string  Balance 431.89


 Subtract check  - 
Add deposit  + 


  


 Balance 


 Subtract check  - 
Add deposit  + 


  


 Balance 


 Subtract check  - 
Add deposit  + 


  


 Balance 


 Subtract check  - 
Add deposit  + 


  


 Balance 


 


 


Subtract check  - 


Add deposit  + 


  


 Balance 


 Subtract check  - 


Add deposit  + 


 


 


 


 Balance 
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Record Keeping Word Search - Key 
 


P A T Q U J H I E W N Y L O B M F S A G X K
C V E U H C F A S S L K J G D E O I P P I N
C R N O W N E R S C A P I T A L O T C M S I 
B A C T N O T E P O K M B E Q L Q G H I O L
E D P B E M I S C E L L A N E O U S L K J H
T V R D W E P H A N I B V K I P M E N G V A
N E P O E Q B J K M N S E I T I L I T U A M
R R E N T O J I K F F X M P L N H L J Y F T
D T F C X Z Y U E M O C N I C A P P I T L S
P I N O S Z E M Q U I M F J K L S P T V B O
I S M E R E N L U Y P V B W Y T G U H M F X
T I N P T K B V I S I T I N S A H S O I B G
A N P U I L I S P W B I T M K J L D S Y C A
O G J K L G E C M M O N N E Y O U O S R E W
C C O U T N L L E N G Y D V C W N T V E N M
N B G Y R T D U N Y O P W Q E B A A N P I T
O R Y S A L E S T A X E S A L N I U Y I A X
P E T M V A S Q R V E L X T B N T T O T B S
N O C E E B J K I A B F O P K L V O R Y A Y
X T A E L K I G S P O K W Y L I F T R S N M
B P L A W A R D H T I W S R E N W O G Y D X
O N R W E S D R A L T E N O W N R M Y O P B


 
 
Locate and circle the categories that are usually listed on a general recordkeeping 
journal: 
 
Advertising    Owners Capital   Utilities 
Auto     Owners Withdrawal 
Equipment    Rent 
Income    Sales tax  
Inventory    Supplies 
Miscellaneous   Travel 
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Unit 3: Section 3 


Income Statements 
“Don’t take any money out of the business for awhile— put it back in, and don’t get too 
far in debt.”  - Lillian Vernon, founder and owner of the Lillian Vernon Corporation 
 


Overview 
Students will discover the importance of income statements and recognize that they 
serve as the entrepreneur’s report card.   


Key Objectives 


Students will be able to: 
 List the eight parts of an income statement 
 Calculate net profit or loss 
 Prepare a monthly income statement 
 Discuss the three important pieces of information an income statement reveals 


Preparation 
Activity 1: 
Create several sets of the Parts of an Income Statement cards out of card 


stock or construction paper. (Template follows this lesson.)  Each set should 
contain the following cards: Revenue, Variable Costs, Cost of Good Sold, Total 
Labor/Wage Costs, Total Supplies, Total Costs of Goods Sold, Other Variable 
Costs, Commission, Shipping, Total Other Variable Costs, Total Variable Costs, 
Gross Profit, Fixed Operating Costs, Utilities, Salary, Advertising, Insurance, 
Interest, Rent, Depreciation, Other, Total Fixed Operating Costs, Profit, Taxes 
and Net Profit.  Place each set of cards into a separate large envelope and label 
the envelope, “Parts of an Income Statement.”  Gather large sheets of flip chart 
or butcher paper. Each group will need one sheet to create an income statement 
template.  Gather enough tape or glue sticks so that each group has a method 
for attaching the cards to the paper.  You will also need calculators for each 
group of students. 


Activity 2: 
Review the Company Profiles Key and the completed Income Statements that 


follow this lesson. It may be helpful to create pie charts for each business to 
represent the percentage analysis.    


Establish the Framework for Learning 


 Write these three questions on the board:  
1. What do you spend the most money on? 
2. What factors impact your spending decisions? 
3. How do you determine if you are spending your money wisely? 
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Ask students to individually respond in writing to these three questions.  Allow 
approximately 6-8 minutes for students to work alone.  Divide students into small 
groups of 3-5 students and ask them to share their lists and identify any 
commonalities.  After students have had approximately 7-8 minutes to share, ask 
for a spokesperson from each group to share their group’s finding with the class. 


 Write this statement on the board: “Profits are an opinion, but cash is fact.”  Ask 
students if they agree or disagree with the statement and have them explain their 
answers.  


Develop the Learning 
Discussion 


 Ask students how businesses track their spending.  Answer: Businesses use 
income statements to track their sales and costs. 


 Ask students if they remember the definition for income statement, which was 
discussed during the financing lesson.  Answer: A financial statement that 
indicates how much money a business earns or loses during a particular period.  
An income statement is also referred to as a profit and loss statement. 


 Explain that a business’ income statement reports the results of operating 
activities.  These results come from the inflows and outflows of revenue and 
expenses.  The income statement shows the following: 


Revenues – Expenses = Net income (or loss) 
 Emphasize that revenues are increases in owner’s wealth from doing business 


and are sources of the company’s assets.  Expenses are outflows of owner’s 
wealth from doing business and use up assets (cash, equipment, inventory, etc.) 
in the earning process. 


 Suggest to students that the income statement could be considered as the 
entrepreneur’s report card.  Have students consider this analogy and explain if 
they agree or disagree.   
Discussion: Report cards indicate a student’s progress. The report shows how 
well a student is doing academically.  Many students receive progress reports for 
the first and second 6-week periods, which allow students to identify areas for 
improvement.  Income statements are usually created monthly, quarterly and 
annually to provide information regarding how well the business is doing and 
where the business can make improvements. 


 Point out that the income statement can be very useful for entrepreneurs.  If the 
business is not making a profit, the entrepreneur can use the income statement 
to try to identify what is not working. If the business is making a profit, the 
entrepreneur can review the income statement to determine what is working! 


 Ask the students what the reward is for owning and operating your own business. 
Answer: Profit! According to the National Foundation for Teaching 
Entrepreneurship, “Profit is the reward for using limited resources efficiently to 
satisfy a consumer need.”  In addition, the more profit a business makes, the 
more valuable it is for the owner and the higher the price the owner can ask if 
s/he wants to sell the business. 
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Activity 1: Parts of an Income Statement  
 Explain to students that there are eight distinct parts of an income statement.  As 


you review each part, create a list on the board: 
1. Revenue: money received from sales of the company’s product or 


service. 
2. COGS (Cost of Goods Sold)/COSS (Cost of Services Sold): the 


costs of the materials used plus the costs of labor used to make the 
product or deliver the service. A monthly income statement reports 
total COGS/COSS for a month.  Multiply the COGS from the EOU by 
the number of units sold during the month. 


3. Other Variable Costs: costs that vary with sales, such as 
commissions and shipping. 


4. Gross Profit: to calculate gross profit, subtract COGS/COSS and 
other variable costs from revenue. 


5. Fixed Costs: the costs of operating a business that do not vary with 
sales.  The most common fixed costs are Utilities, Sales, Advertising, 
Insurance, Interest, Rent, and Depreciation (USAIIRD). 


6. Pre-Tax Profit: gross profit minus fixed costs.  This is a business’ 
profit after all costs have been deducted, but before taxes have been 
paid.  Pre-tax profit is used to calculate how much tax the business 
owes.   


7. Taxes: A business must pay taxes on the income it earns. 
8. Net Profit/Loss:  The business’ profit or loss after taxes have been 


paid. 
 Erase the board and divide students into small groups of 3-5 students.  Distribute 


a Parts of Income Statement envelope, large sheet of paper and either tape or 
glue to each group. 


 Explain that each group needs to construct an income statement template, using 
all of the cards from the envelope.  Students should be careful to place the cards 
in the proper order and with the proper classification in mind!  Allow 7-10 minutes 
for students to complete this activity.  Check for understanding by visiting with 
each group to assist with card placement as necessary. 


 When all groups have completed the activity, have students display their finished 
work.  Check for accuracy and answer questions.  An Income Statement 
Template follows this lesson. 


Discussion 
 Remind students that an income statement shows a business’ revenue, 


expenses and profit.  Point out that an income statement has four main 
components: revenue, cost of goods sold, operating expenses and net profit 
before taxes. 


 Ask students to brainstorm ways in which an entrepreneur can use an income 
statement.  List the students’ ideas on the board.  Compare the students’ list to 
this one: 


o Examine how sales of goods or services, operating expenses, and income 
are changing from month to month or year to year. 


o Predict how well the business will perform in the future. 
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o Analyze costs to determine where to cut back. 
o Identify categories of expenditures to increase or decrease, such as 


advertising or rent. 
 Suggest to students that the income statement can also help an entrepreneur 


determine how much of his/her costs are covered each time he/she sells one 
unit.  To fully allocate costs, you add up all your costs (CODS/COSS, Other 
Variable Costs and the Fixed Costs) and divide that amount by the number of 
units sold. 


 Ask students what “the bottom line” refers to.  Answer: The net profit line on the 
income statement is referred to as “the bottom line.” 


 Explain that while the bottom line shows if a business is making money, it does 
not tell how the business made or lost money.  To determine how the business is 
making or losing money, it’s necessary to transform the raw dollar figures into 
percentages. 


 Explain that converting dollars into percentages allows the business to determine 
how sales revenue is being used. Percentages also allow businesses to analyze 
fixed costs (what percentage goes to salaries vs. advertising vs. rent, etc.) and 
analyze variable costs or costs of goods sold (materials, direct labor, etc.)  
Creating a pie chart can be very helpful in providing a quick look at the business 
operations. 


 Remind students that the bottom line provides a single number that indicates if 
the business did well or not and the percentage analysis helps to show where the 
bottom line came from.  Another way to analyze income statements is to 
calculate a financial ratio—ROS or return on sales.  ROS shows how much of 
each dollar of sales the business keeps as a profit.  ROS is also called profit 
margin.  Write the formula on the board: ROS = net profit ÷ sales. 


Activity 2: How’s Biz? 
 Divide students into groups of 3-5 students.  Direct students to the Company 


Profiles in their Student Guides.  Students need to create an income statement 
for each company and answer the questions that follow each profile.  Distribute 
calculators as necessary.  Allow approximately 20–25 minutes to complete this 
activity. 


 When all groups have completed this activity, check for understanding by asking 
each group to share their answers as you review each business’s income 
statement.  Make certain students understand where the numbers come from 
and how to calculate them. 


Discussion 
 Ask students to explain their answers to the following three questions: 


1. Which business is doing the best?  How do you know? 
2. Which business’ gross profit represents the greatest percentage of 


sales?  (Note: Prove your answer by creating a percentage analysis 
for each company and use sales as 100%.) 


3. List each business’ ROS: 
Sylvia’s Scarves: 
Pedro’s Pet Care: 
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Gina’s Gem’s: 
 Ask students to look at each business’ income statement and see what else they 


can determine about the businesses.  
 Remind students that as part of a business plan and to secure financing, 


entrepreneurs create a forecast of the annual income statement for the coming 
year.  The projected monthly income statement acts as a financial plan or budget 
and provides entrepreneurs with a way to measure results. 


Summarize the Learning 
 Point out “the power of the income statement is that it tells you whether you are 


succeeding in meeting customer needs, creating value and keeping good 
records.” (National Foundation for Teaching Entrepreneurship) 


 Encourage students to consider creating their own personal financial plan or 
budget by tracking their own revenue and expenses during the next month.   


Enrich the Learning 
 Pie Charts.  Assign students the task of conducting percentage analyses for the 


three businesses they worked with in class.  Have students calculate all costs as 
a percentage of sales and then create a pie chart for each business.  In addition, 
have students calculate all fixed costs as a percentage of total fixed costs and 
create a pie chart for each business. 


 
 Projected Monthly Income.  Direct students to the 12-Month Income 


Statement page in their Student Guides.  Have students select one of the three 
businesses they worked with in class or encourage them to use their own 
business idea.  Have students create a Projected Monthly Income Statement for 
the business selected.  Explain that they should factor in the time of year, etc., 
when projecting sales and expenses and they must be prepared to explain their 
thought process. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles that focus on how businesses 
are doing based on their bottom line. 


 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Parts of an Income Statement Cards 
 


Revenue 
 
 
 


Variable Costs 
 
 
 


Cost of Goods Sold 
 
 
 


Total Labor/Wage 
Costs 
Total Supplies 
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Parts of an Income Statement Cards 
 


Total Cost of Goods 
Sold 
Other Variable Costs
 
Commission 
 
Shipping 
 
Total Other Variable 
Costs 
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Parts of an Income Statement Cards 
 


Total Variable Costs 
 
Gross Profit 
 
Fixed Operating 
Costs 
Utilities 
 
Salary 
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Parts of an Income Statement Cards 
 


Advertising 
 
Insurance 
 
Interest 
 
Rent 
 
Depreciation 
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Parts of an Income Statement Cards 
 


Other 
 
Total Fixed 
Operating Costs
Profit 
 
Taxes 
 
Net Profit 
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Income Statement Template 
 


Name of Company:      Time Period:   
 
Sales/Revenue: $________ 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:  $________ 
   Total Supplies:     ________ 
  Total Cost of Goods Sold:  $________ 
 
  Other Variable Costs: 
   Commission:    $________ 
   Shipping:      ________ 
  Total Other Variable Costs  $_______ 
 
 Total Variable Costs:    $_______    _______ 
 
Gross Profit:         $_______ 
 
 Fixed Operating Costs 
   Utilities:    $________ 
   Salary:      ________ 
   Advertising:      ________ 
   Insurance:      ________ 
   Interest:      ________ 
   Rent:       ________ 
   Depreciation:      ________ 
   Other:       ________ 
  
 Total Fixed Operating Costs  $_______    _______ 
 
Profit:          $_______ 
 
 Taxes:           _______ 
 
Net Profit:          $_______ 
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Activity 2 - Company Profiles - Key 
 
Directions: Create a separate income statement for each company.  Three blank sheets 
follow this page for you to use to create the income statements. Review the completed 
income statements and answer the questions at the bottom of the next page. 
 
Company A: Sylvia’s Scarves 
Sylvia purchases 100 hand-painted scarves for $8 and sells them for $20 each.  Her 
total COGS is $800 ($8 x 100 scarves).  Her revenue is $2,000 ($20 x 100).  Sylvia 
pays her friend a 15% commission on everything she sells.  This month her friend sold 
45 of the 100 ties.  Therefore, Sylvia paid her friend $135 ($20 x 45 = $900 x .15 = 
$135).   
 
Sylvia’s monthly fixed costs are: 


 $25 for Utilities (cell phone)  
 $100 for Salary (Sylvia’s) 
 $45 for Advertising 
 $10 for Insurance 
 $ 0 for Interest 
 $35 for Rent (storage space) 
 $0 for Depreciation 
 


Sylvia uses 20% to calculate her taxes. 
 
Company B:  Pedro’s Pet Care 
Pedro provides a pet-sitting and pet-walking service for dog and cat owners.  He sells 
his service in one-hour blocks for $18.  Pedro values his time at $8 per hour.  This 
month Pedro has sold 45 hours of service.  His total COSS is $360 ($8 x 45 hours).  
His revenue is $810 ($18 x 45 hours of service).  Pedro pays his customers a $5 
referral fee for every customer they help him sign up. This month he received 3 
referrals.  Therefore, Pedro paid out $15 ($5 x 3 = $15). 
 
Pedro’s monthly fixed costs are: 


 $18 for Utilities (cell phone) 
 $0 for Salaries  (figured into COSS) 
 $10 for Advertising 
 $15 for Insurance 
 $0 for Interest 
 $0 for Rent 
 $0 for Depreciation 


 
Pedro uses 15% to calculate his taxes. 
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Company Profiles - Key, page 2 
 


Company C: Gina’s Gems 
Gina designs and makes wooden bead and stone necklaces.  Gina sells each necklace 
for $25. This month she sold 60 necklaces.  She purchases her beads and stones and 
has determined that each necklace uses $4 in materials and supplies.  She pays herself 
$8 an hour.  Each necklace takes Gina 1.5 hours to make.   Her total COGS is $960 ($4 
materials + $12 labor x 60 necklaces).  Her total revenue is $1,500 ($25 x 60 
necklaces). 
 
Gina’s monthly fixed costs are: 


 $35 for Utilities  
 $0 for Salaries  (figured into COGS) 
 $40 for Advertising 
 $15 for Insurance 
 $15 for Interest (loan from mother) 
 $30 for Rent (space at local bead store) 
 $0 for Depreciation 


 
Gina uses 20% to calculate her taxes. 
 
 
1. Which business is doing the best?   How do you know? 


For the month of March, Sylvia’s Scarves has the greatest net profit according to 
the income statement.  Sylvia’s bottom line looks the best out of the three. 


 
2. Which business’ gross profit represents the greatest percentage of sales?  (Note: 


Prove your answer by creating a percentage analysis for each company and use 
sales as 100%). 


 
Sylvia’s Scarves’ gross profit represents 53% of sales; Pedro’s Pet Care’s gross 
profit represents 54% of sales; Gina’s Gems’ gross profit represents 36% of 
sales. 


 
3. List each business’s ROS: 
 


Sylvia’s Scarves:  680/2000 = 34% 
 


Pedro’s Pet Care:  343/810 = 41% 
 
Gina’s Gems:  320/1500 = 22%. 
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Income Statement Practice: Silvia’s Scarves - Key 
 


Name of Company:  Sylvia’s Scarves  Time Period: March 
 
Sales/Revenue:   $2,000 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:     $0 
   Total Supplies:   $800 
  Total Cost of Goods Sold:  $800 
 
  Other Variable Costs: 
   Commission:   $135 
   Shipping:        $0 
  Total Other Variable Costs  $135 
 
 Total Variable Costs:    $935         $935 
 
Gross Profit:            $1,065 
 


Fixed Operating Costs 
  Utilities:       $25 
  Salary:       100 
  Advertising:        45 
  Insurance:         10 
  Interest:           0 
  Rent:          35 
  Depreciation:           0 
  Other:           0 
  
 Total Fixed Operating Costs  $215           $215 
  
Profit:               $850 
 
 Taxes: (20%)             $170 
 
Net Profit:               $680 
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Income Statement Practice: Pedro’s Pet Care - Key 
 


Name of Company: Pedro’s Pet Care   Time Period: March 
 
Sales/Revenue:    $810 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs: $360 
   Total Supplies:       $0 
  Total Cost of Goods Sold:  $360 
 
  Other Variable Costs: 
   Commission:     $15 
   Shipping:        $0 
  Total Other Variable Costs    $15 
 
 Total Variable Costs:    $375        $375 
 
Gross Profit:           $435 
 


Fixed Operating Costs 
  Utilities:       $18 
  Salary:           0 
  Advertising:        10 
  Insurance:         15 
  Interest:           0 
  Rent:            0 
  Depreciation:           0 
  Other:           0 
  
 Total Fixed Operating Costs     $43                $43 
 
Profit:            $392 
 
 Taxes: (15%, round up)          $59 
 
Net Profit:            $333 
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Income Statement Practice: Gina’s Gems - Key 
 


Name of Company: Gina’s Gems  Time Period: March 
 
Sales/Revenue:          $1,500 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:   $720 
   Total Supplies:     $240 
  Total Cost of Goods Sold:    $960 
 
  Other Variable Costs: 
   Commission:         $0 
   Shipping:          $0 
  Total Other Variable Costs        $0 
 
 Total Variable Costs:      $960      $960 
 
Gross Profit:             $540 
 
 Fixed Operating Costs 
  Utilities:         $35 
  Salary:                 0 
  Advertising:          40 
  Insurance:             15 
  Interest:           15 
  Rent:            30 
  Depreciation:             0 
  Other:             0 
  
 Total Fixed Operating Costs    $135     $135 
 
Profit:             $405 
 
 Taxes: (20%)                  $81 
 
Net Profit:             $324 
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Unit 3: Section 4 


Protecting Your Business 
 
"What is success? I think it is a mixture of having a flair for the thing that you are doing; 
knowing that it is not enough, that you have got to have hard work and a certain sense 
of purpose."  -  Margaret Hilda Thatcher, Former Prime Minister of Great Britain 
 


Overview 
Students consider the risks inherent in running a business, review professional 
resources and discover how to utilize external expertise and advice to solve business 
issues. 


Key Objectives 


Students will be able to: 
 Define business issues and list alternatives for obtaining assistance 
 Participate in a negotiation 
 Understand the need for risk management 
 Apply for patents, copyright and trademarks 


Preparation 
Activity 2: 
Review the instructions for the Veginots exercise.  Make the appropriate number 


of copies of the two role-play sheets that follow this lesson.   
Activity 3: 
Review the Elements of a Contract worksheet in the Student Guide.  Select 


the issues you plan to use or develop your own list of issues to use in the activity. 
  


Review the situations suggested for drawing up a sample contract.  Create your 
own situations if you prefer.  Create sample contracts for each situation you plan 
to assign students.   


Activity 5: 
Consider your own stance on the issue of downloading music or burning a CD for 


a friend.  Think through the issue from the perspective of a recording artist, 
songwriter, music publisher and consumer.    


Establish the Framework for Learning 


 Have students consider a recent situation with a family member, friend, teacher 
or co-worker when the two parties were unable to reach an agreement.  Ask 
students to write a brief explanation of the issue, how they felt during the 
situation and the eventual outcome. 


 Ask students to consider what kinds of risks entrepreneurs as business owners 
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face on a daily basis.  Develop a list on the board as students share their ideas. 
 


Develop the Learning 
Discussion 


 Ask students to define negotiation.   
Discussion: Roger Fisher and William Ury, authors of the best-known conflict 
resolution book, Getting to Yes, define negotiation as, “back and forth 
communication where some interests are shared and some are opposed.”  An 
interest is why you want something, not what you want. 


 Ask students if they are uncomfortable negotiating and have them explain what 
makes them uncomfortable.  
Possible answers: afraid of not getting the best deal, prefer to avoid conflict, feel 
intimidated in most situations, not clear about what needs to be accomplished 
and/or how to get there, unwilling to compromise, get lost in the process and lose 
track of what is going on. 


Activity 1: Negotiation Situations 
 Divide students into small groups of 3-5 students.  Direct students to the 


Negotiation Situations worksheet in their Student Guides. Give the students a 
time limit of 6-7 minutes to brainstorm and list situations in which an entrepreneur 
might need to negotiate.  Encourage students to come up with the longest list of 
situations that other groups might not think of.   


 When the time limit is up, ask for a spokesperson from each group to share the 
group’s lists.  Check students’ lists with the following list: 


o Landlords over rent 
o Leasing agents over space 
o Lenders regarding loan terms 
o Suppliers about price and delivery dates 
o Employees around wages and time off 
o Contractors regarding completion of projects 
o Municipalities over zoning issues 
o Licensing agencies regarding policies and procedures 
o Investors regarding the direction of the company 
o Family members over time spent on the business instead of with them 
o Friends regarding scheduling non-business activities 
o Business partners regarding responsibilities and money 
o Unhappy customers regarding products or services 


 Emphasize the point that negotiation is a fundamental business skill. 
Activity 2: Veginots (This activity is based on a scenario originally developed by Robert House 
of Suffolk University, Boston, Massachusetts) 


 Explain to students that they are about to engage in a very serious negotiation. 
Each student will take on the role of either Dr. Smith or Dr. Harper. In a moment, 
you will distribute the appropriate information to each student.  


 Pair off students and assign them the role of either Dr. Smith or Dr. Harper.  
Distribute the appropriate role-play sheet.   
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 Explain that students will have 3 minutes to read their specific role-play sheet 
and then must begin the negotiation process.  Encourage pairs to move away 
from each other so they can focus on their own negotiations and resolve their 
issues.  


 Allow no more than 10 minutes for the actual negotiation. 
 Ask students to indicate by a show of hands if they were able to resolve their 


differences.  Ask the students who were able to resolve their differences to share 
the agreed upon resolutions.  
Solution: Students who read their role-plays and shared information should have 
discovered that Dr. Smith only needs the Veginot rind and Dr. Harper only needs 
the Veginot seeds.  


 Ask students what made it difficult to reach a resolution.   
Discussion: Our original assumption is that our needs are incompatible with the 
needs of others!  Emotions can cloud our ability to see the other person’s 
viewpoint, especially if we are passionate about an issue or a cause.  Having our 
own agenda sometimes precludes the opportunity to listen carefully.   


Discussion 
 Share Fisher and Ury’s (authors of Getting to Yes) four fundamental principles of 


negotiation by writing them on the board: 
1. Separate the people from the problem. 
2. Focus on interests, not positions. 
3. Invent options for mutual gain. 
4. Insist on objective criteria. 


 Explain that separating people from the problem means separating 
relationship issues from substantive issues, and dealing with them independently. 
 People problems often involve difficult emotions, which get in the way of the 
substantive issues and make it harder to reach agreement. 


 Suggest that negotiating about interests means negotiating about things that 
people really want and need, not what they say they want or need.  People tend 
to take extreme positions just to counter their opponent’s position, when they 
really want and need something that could be compatible. 


 Point out that focusing on interests allows people to invent options.  Negotiators 
can look for new solutions to the problem that allow both sides to win, not just 
fight over original positions which assume that for one side to win, the other side 
must lose. 


 Stress that if some outside objective criteria for fairness can be found, the 
negotiation process can be greatly simplified.  If people are negotiating over the 
price of a car or a house, they can research the selling prices of similar cars or 
houses.  Objective criteria give both sides more guidance as to what is “fair,” and 
makes it hard to oppose offers in this price range.  


 Write BATNA on the board and ask students if they can explain what it means.  
Answer & Discussion: BATNA = Best Alternative To a Negotiated Agreement.  
The authors note, "the reason you negotiate is to produce something better than 
the results you can obtain without negotiating."  The weaker party should reject 
agreements that would leave them worse off than their BATNA.  Without a clear 
idea of their BATNA, a party is simply negotiating blindly.  The BATNA is also key 
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to making the most of existing assets.  Power in a negotiation comes from the 
ability to walk away.  Thus the party with the best BATNA is the more powerful 
party in the negotiation.  Generally, the weaker party can take unilateral steps to 
improve their alternatives to negotiation.  They must identify potential 
opportunities and take steps to further develop those opportunities.  The weaker 
party will have a better understanding of the negotiation context if they also try to 
estimate the other side's BATNA.  Fisher and Ury conclude that "developing your 
BATNA thus not only enables you to determine what is a minimally acceptable 
agreement, it will probably raise that minimum." 


 Ask students to consider how they approached the Veginot issue.  Based on 
Fisher and Ury’s four fundamental principles of negotiation, what would they 
have done differently? 


Activity 3: Contracts 
 Ask students to define contract.  Definition: A legally binding agreement between 


two or more persons or parties.  Contracts are typically in writing and signed.  
However, they can be verbal and sometimes you may take actions that imply a 
contractual obligation. 


 Direct students to the Elements of a Contract page in their Student Guides.  
Select students to read each element aloud to the class.  Engage students in 
discussion as warranted. 


 Divide students into small groups of 3-5.  Direct students to the Sample 
Contract worksheet in their Student Guides.  Explain that each group will be 
assigned a different situation to create a sample contract.  Students should pay 
attention to the elements of a contract as they draft their sample contracts.   


 Assign one of the following situations or develop your own to match your student 
population to each group: 


o Contract between local band and Student Council for Homecoming 
dance 


o Contract between local sporting goods store and soccer team for 
uniforms  


o Contract between printing/publishing company and school yearbook staff 
for annual yearbook printing 


o Contract between independent photographer and senior class for 
discount packages for individual senior portraits 


o Contract between local pizzeria and school cafeteria for one-day a week 
delivery 


o Contract between local costume company and the theater department 
for costume rental 


 Allow 10 minutes for groups to complete this activity.  Ask for a spokesperson 
from each group to read their contract aloud as the rest of the students listen for 
the elements of a contract. 


 Engage students in a discussion about the merits of the contracts’ 
considerations.  Challenge students to take the role of a school board member to 
determine if there is appropriate exchange for the promise. 


Discussion 
 Explain that according to many experts in small business, risk is one of the most 
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overlooked areas in small businesses in spite of the fact that it is clear to most 
entrepreneurs that operating any business involves risk! 


 Refer back to the students’ list of possible risks that entrepreneurs may 
encounter.  Suggest that business owners face different types of risks, which are 
based on three things: the result of the risk, control of the risk and the 
insurability of the risk. 


 Explain that pure risks present the chance for loss but no opportunity for gain.  If 
you use a van to deliver products, every time you drive it there is a risk for an 
accident.  If an accident occurs, you will likely suffer a loss.  However, if you 
avoid an accident, there is no opportunity for gain. 


 Explain that speculative risks present the chance for loss and the opportunity 
for gain.  When you invest in the stock market, you have a chance to make 
money and you also have the chance to lose money. 


 Point out that controllable risks can be reduced or even avoided altogether by 
actions you take.  If you install a security system you could control the risk that 
your business could be broken into.  Uncontrollable risks are those that cannot 
be affected by actions.  Weather cannot be controlled, yet it has considerable 
effects on business. 


 Explain that a risk is insurable if it is a pure risk faced by a large number of 
people and the amount of the loss can be predicted.  Since buildings in which 
businesses are located are at risk of burning down, insurance companies sell 
insurance to pay for buildings if they are damaged by fire. 


Activity 4: Types of Insurance 
 Pair students and ask them to develop a list of all the types of insurance they 


think an entrepreneur would need to carry.  Allow 7-8 minutes for students in 
pairs to draw up their lists. 


 Have students share their ideas as you create a master list on the board.  
Compare the students’ list with this one: 


o Property Insurance: insures business property against normal risks, 
including fire, robbery, and storm damage.  Insurance companies normally 
offer separate policies for buildings, vehicles and other business property 
(cash, equipment and inventory). 


o Casualty Insurance: protects a business against lawsuits, such as when 
an accident occurs in your parking lot. 


o Life Insurance: pays out a set amount of cash in the event the 
policyholder dies.  A business owner buys life insurance so his/her heirs 
have enough money to continue the business. 


o Workers’ Compensation: covers medical expenses incurred as a result 
of work-related injuries and provides income benefits to workers who are 
unable to work as a result of their injuries.  All businesses are required by 
law to carry workers’ compensation. 


o Disability Insurance: covers employees for loss of income due to a 
disabling injury or illness. 


o Auto Insurance: covers your liability for personal injuries in an accident, 
damages to any vehicle involved and injuries to other people. 


o Crime Insurance: protects against robbery as well as theft by employees. 
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o Business Interruption Insurance: covers for loss of earnings during a 
temporary halt in business caused by a major disaster, such as fire or 
theft. 


o Renter’s insurance: covers property against normal risks if you rent or 
lease the space where your business is located. 


 Point out that buying insurance is complicated and suggest that it might be wise 
to consult with an agent who represents more than one insurer or several agents 
to discuss policies and coverage needed.  Most importantly, the insurance agent 
should be someone the business owner trusts! 


Activity 5: Competition: Who Wins? 
 Explain to students that they are about to enter into a debate regarding the 


location of a big-box store.  One-third of the class will take on the role of small 
business owners, one-third will represent the big-box store, and one-third will act 
as city council members.  


 Point out that the small business owners are opposed to the big-box store, while 
city council considers the big-box store to be a healthy infusion of sales revenue. 
The big-box store is anxious to have a presence in the market. 


 Divide the class into thirds and assign the roles of small business owners, 
representatives of the big-box store and city council members. 


 Direct students to the Competition: Who Wins? worksheet in their Student 
Guides.  Each group should consider their opening statement, three to five 
points for the body of the argument, a closing statement and be ready to rebut 
the opposition. 


 Allow the small business owners to go first, followed by the representatives of the 
big-box store.  The city council members will speak last.  Once all groups have 
made their closing statements, allow each of the small business owners a 
chance for rebuttal, followed by the representatives of the big-box store.  The city 
council should then make their decision as to whether or not they will allow the 
big-box store in.  Activity suggestions: Suggested time for the first round is 5 
minutes per group.  Suggested time for the rebuttal round is 3 minutes for each 
group. 


Discussion 
 Ask students to share their feelings about competition in general.   
 Explain that beginning in 1980, laws were created that made monopolies illegal in 


certain industries.  These laws are called antitrust laws because monopolies are 
also called trusts. 


 List each law on the board as you explain it: 
o Clayton Act: makes it illegal for a business to require a customer to 


purchase one item in order to be able to purchase another. 
o Robinson-Patman Act: makes it illegal to charge different prices to 


different groups of non-retail consumers; this law primarily pertains to 
businesses selling to other businesses. 


o Sherman Act: makes it illegal for competitors to get together and set 
prices at a certain level; this activity is known as price-fixing. 


o Wheeler-Lea Act: makes unfair or deceptive actions or practices illegal, 
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such as false advertising.  Businesses are also required to tell consumers 
about possible negative features of their products. 


 Ask students to define intellectual property.  Definition: Intellectual property 
refers to creations of the mind: inventions, literary and artistic works, symbols, 
names, images and designs used in commerce.  Intellectual property is divided 
into two categories:  


1. Industrial property, which includes inventions (patents), trademarks, 
industrial designs and geographic indications of source 


2. Copyright, which includes literary and artistic works such as novels, 
poems and plays, films, musical works, artistic works such as 
drawings, paintings, photographs and sculptures and architectural 
designs.   


Rights related to copyright include those of performing artists in their 
performances, producers of phonograms in their recordings and those of 
broadcasters in their radio and television programs. 
Explain that there are three government regulations that give business or 
individuals the exclusive right to profit from what they have created.  Ask 
students if they can name the three regulations and explain how they protect 
business or individuals.   


1. A patent is a legal document that gives an inventor the sole right to 
produce, use and sell an invention.  Patents issued before 1995 expire 
17 years from the date of issuance and patents issued after 1995 
expire 20 years from the date of filing (35 U.S.C. § 154).  


2. A copyright is the legal right to exclusive publication, production, sale 
or distribution of a literary or artistic work.  According to the U.S. 
Copyright office, as a general rule, for works created after Jan. 1, 
1978, copyright protection lasts for the life of the author plus an 
additional 70 years.   


3. A trademark is a name, symbol or special mark that can only be used 
by certain businesses. 


 
Activity 4: So What’s a Little Sharing Among Friends? 


 Direct students to the So What’s a Little Sharing Among Friends? worksheet 
in their Student Guides.  Divide the students into four groups and assign each 
group a role: songwriter, recording artist, music publisher/record label, and 
consumer. 


 Explain that each group will have 6 minutes to develop their position on the 
question “Is it okay to download music from ‘free’ sites on the Internet or burn a 
CD for a friend?” 


 When students have developed their positions, explain that you will take the role 
of judge/jury and will allow each party to make a two-minute opening statement 
stating their position.  You may or may not ask questions for clarification.  When 
all parties have been heard, you may or may not ask questions.  When you have 
completed your questioning, each group will have the opportunity to make a one-
minute closing argument. 


 Once all arguments have been heard, you will state your conclusions.  Ask 
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students if they agree or disagree with your conclusions and to explain their 
responses. 


 Explain that when you want to use others’ intellectual property, you must 
generally obtain permission.  You may ask permission to use the intellectual 
property for a limited time, ask for a license to use the intellectual property or 
offer to buy the intellectual property. 


Discussion 
 Ask students if they think it’s necessary to have formal accounting or legal 


training to run a business.  Suggest that while there are many aspects of running 
a business that are best handled by you, the entrepreneur, there are other 
aspects that are best handled by a professional.  


 Ask students to list the different kinds of outside professionals they think could be 
useful to an entrepreneur.  Possible answers: Accountant, Attorney, Banker, 
Insurance Agent, Graphics/Publishing, Marketing and Management Consultants, 
according to the Small Business Administration. 


 Have students brainstorm how they would go about selecting external 
professionals.  Possible answers: Ask business associates and friends for 
referrals, ask industry association or chambers of commerce, ask professional 
associations; interview/screen candidates; verify credentials; request a written 
proposal outlining scope of work and associated costs. 


Summarize the Learning 
 Remind students that laws affect almost every aspect of a business.  There are 


laws regarding competition, laws that pertain to intellectual property and laws that 
govern relationships with suppliers, landlords, clients and government agencies 
(contracts). 


 Have students consider the fact that running a business can be challenging and 
that by using outside professionals, a business owner can focus on what he/she 
does best. 


Enrich the Learning 
 Patents.  Have students research the process for applying for a patent, 


associated costs and how many patents have been issued to date.  Students 
should write a two-page report on their findings. 


 Trademarks.  Have students select a product that is trademarked, research the 
product to discover how long it has been trademarked and investigate to see if 
there have been any lawsuits filed against other companies for using the 
trademark.  Ask students to create a poster highlighting their findings. 


 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 
daily basis.  Encourage them to look for articles that focus on intellectual property 
rights or breach of contract. 


 Entrepreneurial Journal/Envelope.   Ask students to review their journals or 
envelopes and select six items that best represent their learning experience. 
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Veginots 
Role-play Sheet for Dr. Harper 


 
You are a research scientist who is working on some secret projects for homeland 
security.  You accidentally discovered that Zeno, a substance that your group created, 
would neutralize nuclear fallout.  By the time you made this discovery, there was very 
little Zeno left.  None of the ingredients of Zeno are difficult to obtain except veginot 
seeds.  The veginot, an experimental melon, takes four to five months to produce the 
seeds needed for Zeno. 
 
It has been confirmed that a group of terrorists are planning to set off a nuclear bomb 
within a few days in a certain Middle East country.  Although the target city is unknown, 
several are most likely.  If enough Zeno is available, it can be used to seed clouds over 
these cities.  Your experiments indicate that the rain produced by these clouds will 
protect a city from fallout if the nuclear explosion occurs within two weeks.  Naturally, 
the cloud seeding must be kept secret. 
 
Your search has turned up only one crop of mature veginots.  This crop is just large 
enough to produce enough Zeno to seed clouds over the cities that are potential targets 
for the bomb.  The owner of the crop will sell it to the highest bidder. 
 
Dr. Smith, a researcher for a small competitor of your company, is also in need of 
veginots for some sort of research on a rare disease.  Smith knows about the available 
veginots and intends to buy them. 
 
The Federal government, though not as convinced as you are about the value of Zeno, 
has authorized you to offer up to $3 million to obtain the veginot seeds.  However, you 
have decided to talk to Dr. Smith before approaching the owner of the veginot crop.  
You hope to persuade Dr. Smith not to bid on the crop. 
 
 
 
 
 
 
 
 
 
 
 
 
 
This activity is based on a scenario originally developed by Robert House of Suffolk University, Boston, 
Massachusetts. 
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Veginots 
Role-play Sheet for Dr. Smith 


 
You are a research scientist who recently developed a vaccine to prevent Stache, a 
children’s disease that permanently disfigures the victim and can cause brain damage.  
The disease had been extremely rare, and your research was not considered 
particularly valuable.  However, there has now been an outbreak in a small community 
and several thousand children are in danger if they do not immediately receive a 
vaccine for Stache.  The consequence of no vaccine, of course, could be a nationwide 
or worldwide epidemic. 
 
If the company for which you work can produce enough vaccine to stop the potential 
epidemic, it will probably receive enough government grants to bring it out of its 
dangerous financial position.  And, of course, it will receive worldwide publicity for its 
contribution to humanity.  Needless to say, you will be the star of the entire episode. 
 
Unfortunately, the veginots, which you used to develop the vaccine, are rare.  The 
veginot, an experimental melon that has a toxic rind when it matures, takes four to five 
months to produce the toxin.  You need the toxin for your vaccine, and the crop you 
were depending on was killed by an unseasonable freeze just prior to the outbreak of 
Stache.  Therefore, you must obtain mature veginot rinds immediately or it will be too 
late to prevent the spread of Stache. 
 
Your search has turned up only one crop of mature veginots.  This crop is just large 
enough to produce the vaccine needed for the children who are in imminent danger of 
Stache, and the owner of the crop will sell it to the highest bidder. 
 
Dr. Harper, a researcher employed by a successful competitor of your company, is also 
in need of veginots.  You are not sure what type of research Dr. Harper is doing, but it 
has something to do with homeland security.  Harper knows about the available 
veginots and intends to buy them. 
 
You have been authorized to obtain the veginot rinds that you need, and your company 
is willing to pay $3 million.  However, you have decided to talk to Dr. Harper before 
approaching the owner of the veginots.  You hope to persuade Dr. Harper not to bid on 
the crop. 
 
 
 
 
 
 
 
This activity is based on a scenario originally developed by Robert House of Suffolk University, Boston, 
Massachusetts. 
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Glossary of Terms 
 
Accounts Receivable Money owed to a business for merchandise and services 


provided. 
 


Advertising A paid form of communication sent out by a business about a 
product or service. 
 


Aptitude The ability to learn a particular kind of job. 
 


Assets Everything a business owns, such as equipment, land, 
buildings, etc. 
 


Balance The current amount of money one has in a bank account. 
 


Balance Sheet Financial statement that describes the condition of a business 
at a particular moment in time. Financial statements describe 
assets, debts, profits, losses, revenue, expenditures, etc. 
 


Board of Directors A group of people who meet several times a year to make 
important decisions affecting a business or company. 
 


Brainstorming A creative group problem-solving technique that involves 
generating a large number of fresh ideas. 
 


Brand A name, term, design, symbol or any other feature that 
identifies one seller’s good or service as distinct from those of 
other sellers. A legal name for a brand is trademark. 
 


Breakeven Point The volume of sales that must be made to cover all the 
expenses of a business. 
 


Business Ethics The application of the principles between right and wrong to 
issues that come up in the workplace. 
 


Business Plan A written document that describes all the steps necessary in 
opening and operating a successful business. Also includes 
what the business does, who its customer base is, what its 
financial needs are, what equipment and supplies it needs 
and who will lead, manage and operate the business and 
how much profit the business is likely to make. 
 


Cash Flow Statement An accounting report that describes the cash that flows in and 
out of a business. 
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Checking Account A bank account from which money can be withdrawn by 
writing a check. 
 


Code of Ethics The level of ethical behavior demanded by an individual, 
business or culture. 
 


Collateral Property that the borrower forfeits if he or she defaults on a 
loan. 
 


Consensus An agreement among a group of people. 
 


Contract A legally binding agreement between two or more persons or 
parties. 
 


Copyright The legal right to exclusive publication, production, sale or 
distribution of a literary or artistic work. 
 


Corporation A business with legal rights of a person, which may be owned 
by many people. 
 


Creativity Human mental phenomena based around the deployment of 
mental skills and/or conceptual tools that originate and 
develop innovation. 
 


Culture A set of customs, beliefs and social attitudes that 
characterize a particular group of people. 
 


Customer Profile A description of the characteristics of a person that is likely to 
purchase a product or service. 
 


Debt Capital Money loaned to a business with the understanding that the 
money will be repaid, with interest, in a certain time period. 
 


Delegate To let other people share workloads and responsibilities. 
 


Demand An individual’s need or desire for a product or service at a 
given price. 
 


Demographics Data that describes a group of people in terms of their age, 
marital status, family size, ethnicity, gender, profession, 
education and income. 
 


Depreciation The lowering of the value of an asset to reflect its current 
worth. 
 


Dividends Distributions of profits to shareholders by corporations. 
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E-commerce Selling products or services over the Internet. 


 
Entrepreneurial 
Thinking 


A way of thinking and acting that is opportunity obsessed, 
holistic in approach and leadership balanced. 
 


Entrepreneurs Individuals who own, operate and take the risk of a business 
venture. 
 


Entrepreneurship The process whereby an individual or group of individuals 
uses organized efforts and means to pursue opportunities to 
create value and grow by fulfilling wants and needs through 
innovation and uniqueness, no matter what resources are 
currently controlled. 
 


Ethics The study of moral choices and values. 
 


Factors of Production Resources used by businesses including land, labor, capital 
and entrepreneurship. 
 


Fixed Costs Costs that must be paid regardless of how much of a good or 
service is produced. Also called sunk costs. 
 


Focus Group An interview with groups of target customers who provide 
valuable ideas on products or services. 
 


Franchise A legal agreement that gives an individual the right to market 
a company’s products or services in a particular area. 
 


Freelancers People who provide services to businesses on an hourly 
basis or by the job. 
 


Free Enterprise 
System 


An economic system where businesses are free to compete 
with others for their own economic gain. 
 


Intellectual Property Refers to the creations of the mind including inventions, 
literary and artistic works, symbols, names, images and 
designs used in commerce. 
 


Interest An amount that can be earned on money that is invested or 
paid on money that is borrowed. 
 


Job Description Written statement listing the duties and responsibilities of a 
job. 
 


Liability The amount owed to others. 
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Life Cycle The business cycle determined by changes in the type of 


competition faced by a product. The four stages of a business 
life cycle are introduction, growth, maturity and decline. 
 


Limited Liability 
Company 


A business structure that is a hybrid of a partnership and a 
corporation. 
 


Logo A graphic design that is used as a continuing symbol for a 
company, organization or brand. 
 


Management The process of working with others to achieve business 
goals. 
 


Market Research A system for collecting, recording and analyzing information 
about customers, competitors, goods and services. 
 


Market Share The percentage of a market owned by a business. 
 


Marketing Everything a business does to come to the marketplace and 
exchange goods and services for money. 
 


Monopoly When one company controls all of a market. 
 


Networking Establishing informal ties with people who can help a 
business grow. 
 


Net Worth The difference between what a person owns and what a 
person owes. Net worth is sometimes referred to as owner’s 
equity. 
 


Opportunity Cost The cost of choosing one opportunity or investment over 
another. 
 


Partnership A business owned by two or more people. 
 


Patent A legal document that gives an inventor the sole right to 
produce, use and sell an invention. 
 


Payroll A list of people who receive salary or wage payments from a 
business. 
 


Press Release A written statement meant to inform the media of an event or 
product. 
 


Principal Amount of money borrowed in a loan. 
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Profit The difference between a company’s income and expenses. 


 
Promissory Note A formal agreement a business signs agreeing to pay back 


the money borrowed. 
 


Public Good A good from which everyone benefits, not just the individual 
who directly is obtaining and using the good. 
 


S Corporation A corporation organized under the subchapter S of the 
Internal Revenue Service whose income is listed as a 
partnership. 
 


Scarcity A situation that occurs when people’s needs and wants are 
unlimited and the resources to produce the goods and 
services to meet those needs and wants are limited. 
 


Slogan The verbal or written portion of an advertising message that 
summarizes the main idea in a few memorable words. A 
slogan is also known as a tag line. 
 


Sole Proprietorship A business owned exclusively by one person. 
 


Start-up Costs The one-time only expenses that are paid to establish a 
business. 
 


Supply How much of a good or service a producer is willing to 
produce at different prices. 
 


Target Market The individuals or companies interested in a particular 
product or service and willing and able to pay for it. 
 


Tariff Tax on imports from other countries. 
 


Trademark A name, symbol or special mark that can only be used by 
certain businesses. 
 


Unit of Sale How much a given good or service costs for a customer to 
buy. 
 


Variable Costs Costs that go up and down depending on the quantity of the 
good or service provided. 
 


Venture Capitalists Individuals or companies that make a living investing in start-
up companies. 
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Glossary of Terms 
 
Accounts Receivable Money owed to a business for merchandise and services 


provided. 
 


Advertising A paid form of communication sent out by a business about a 
product or service. 
 


Aptitude The ability to learn a particular kind of job. 
 


Assets Everything a business owns, such as equipment, land, 
buildings, etc. 
 


Balance The current amount of money one has in a bank account. 
 


Balance Sheet Financial statement that describes the condition of a business 
at a particular moment in time. Financial statements describe 
things like assets, debts, profits, losses, revenue, 
expenditures, etc. 
 


Board of Directors A group of people who meet several times a year to make 
important decisions affecting a business or company. 
 


Brainstorming A creative group problem-solving technique that involves 
generating a large number of fresh ideas. 
 


Brand A name, term, design, symbol or any other feature that 
identifies one seller’s good or service from those of other 
sellers; a legal name for a brand is trademark. 
 


Breakeven Point The volume of sales that must be made to cover all the 
expenses of a business. 
 


Business Ethics The application of the principles of right and wrong to issues 
that come up in the workplace. 
 


Business Plan A written document that describes all the steps necessary in 
opening and operating a successful business. Also includes 
things like what the business does, who its customer base is, 
what its financial needs are, what equipment and supplies it 
needs, who will lead, manage, and operate the business and 
how much profit the business is likely to make. 
 


Cash Flow Statement An accounting report that describes the cash that flows in and 
out of a business. 
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Checking Account A bank account from which money can be withdrawn by 
writing a check. 
 


Code of Ethics The level of ethical behavior demanded by an individual, 
business or culture. 
 


Collateral Property that the borrower forfeits if he or she defaults on a 
loan. 
 


Consensus An agreement among a group of people. 
 


Contract A legally binding agreement between two or more persons or 
parties. 
 


Copyright: The legal right to exclusive publication, production, sale or 
distribution of a literary or artistic work. 
 


Corporation A business with legal rights of a person and may be owned 
by many people. 
 


Creativity Human mental phenomena based around the deployment of 
mental skills and/or conceptual tools that originate and 
develop innovation. 
 


Culture A set of customs, beliefs and social attitudes that 
characterize a particular group of people. 
 


Customer Profile A description of the characteristics of a person that is likely to 
purchase a product or service. 
 


Debt Capital Money loaned to a business with the understanding that the 
money will be repaid, with interest, in a certain time period. 
 


Delegate To let other people share workloads and responsibilities. 
 


Demand An individual’s need or desire for a product or service at a 
given price. 
 


Demographics Data that describes a group of people in terms of their age, 
marital status, family size, ethnicity, gender, profession, 
education and income. 
 


Depreciation The lowering of the value of an asset to reflect its current 
worth. 
 


Dividends Distributions of profits to shareholders by corporations. 
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E-commerce Selling products or services over the Internet. 


 
Entrepreneurial 
Thinking 


A way of thinking and acting that is opportunity obsessed, 
holistic in approach and leadership balanced. 
 


Entrepreneurs Individuals who own, operate and take the risk of a business 
venture. 
 


Entrepreneurship The process whereby an individual or group of individuals 
uses organized efforts and means to pursue opportunities to 
create value and grow by fulfilling wants and needs through 
innovation and uniqueness, no matter what resources are 
currently controlled. 
 


Ethics The study of moral choices and values. 
 


Factors of Production Resources used by businesses including land, labor, capital 
and entrepreneurship. 
 


Fixed Costs Costs that must be paid regardless of how much of a good or 
service is produced, also called sunk costs. 
 


Focus Group An interview with groups of target customers who provide 
valuable ideas on products or services. 
 


Franchise A legal agreement that gives an individual the right to market 
a company’s products or services in a particular area. 
 


Freelancers People who provide services to businesses on an hourly 
basis or by the job. 
 


Free Enterprise 
System 


An economic system where businesses are free to compete 
with others for their own economic gain. 
 


Intellectual Property Refers to the creations of the mind: inventions, literary and 
artistic works, symbols, names, images and designs used in 
commerce. 
 


Interest An amount that can be earned on money that is invested or 
paid on money that is borrowed. 
 


Job Description Written statement listing the duties and responsibilities of a 
job. 
 


Liability The amount owed to others. 
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Life Cycle The business cycle determined by changes in the type of 


competition faced by a product. The four stages of a business 
life cycle are introduction, growth, maturity and decline. 
 


Limited Liability 
Company 


A business structure that is a hybrid of a partnership and a 
corporation. 
 


Logo A graphic design that is used as a continuing symbol for a 
company, organization or brand. 
 


Management The process of working with others to achieve business 
goals. 
 


Market Research A system for collecting, recording and analyzing information 
about customers, competitors, goods and services. 
 


Market Share The percentage of a market owned by a business. 
 


Marketing Everything a business does to come to the marketplace and 
exchange goods and services for money. 
 


Monopoly When one company controls all of a market. 
 


Networking Establishing informal ties with people who can help a 
business grow. 
 


Net Worth The difference between what a person owns and what a 
person owes. Sometimes, net worth is referred to as owner’s 
equity. 
 


Opportunity Cost The cost of choosing one opportunity or investment over 
another. 
 


Partnership A business owned by two or more people. 
 


Patent A legal document that gives an inventor the sole right to 
produce, use and sell an invention. 
 


Payroll A list of people who receive salary or wage payments from a 
business. 
 


Press Release A written statement meant to inform the media of an event or 
product. 
 


Principal Amount of money borrowed in a loan. 
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Profit The difference between a company’s income and expenses. 


 
Promissory Note A formal agreement a business signs agreeing to pay back 


the money borrowed. 
 


Public Good A good from which everyone benefits, not just the individual 
who directly is obtaining and using the good. 
 


S Corporation A corporation organized under the subchapter S of the 
Internal Revenue Service whose income is listed as a 
partnership. 
 


Scarcity A situation that occurs when people’s needs and wants are 
unlimited and the resources to produce the goods and 
services to meet those needs and wants are limited. 
 


Slogan The verbal or written portion of an advertising message that 
summarizes the main idea in a few memorable words. It is 
sometimes called a tag line. 
 


Sole Proprietorship A business owned exclusively by one person. 
 


Start-up Costs The one-time only expenses that are paid to establish a 
business. 
 


Supply How much of a good or service a producer is wiling to 
produce at different prices. 
 


Target Market The individuals or companies interested in a particular 
product or service and willing and able to pay for it. 
 


Tariff Tax on imports from other countries. 
 


Trademark A name, symbol or special mark that can only be used by 
certain businesses. 
 


Unit of Sale How much a given good or service costs for a customer to 
buy. 
 


Variable Costs Costs that go up and down depending on the quantity of the 
good or service provided. 
 


Venture Capitalists Individuals or companies that make a living investing in start-
up companies. 


 








 
 
 
 
 
 


Unit 1 
Entrepreneurial 


Thinking 
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Unit 1: Section 1 


Entrepreneurship Defined   
 
“Entrepreneurship is the ability to create and build something from practically nothing.”  
 - Jeffrey Timmons, Babson College 


Overview 
Students explore the difference between entrepreneurs and employees, become 
familiar with the entrepreneurial process and consider why people become 
entrepreneurs. 


Key Objectives 


Students will be able to: 
 List the differences between entrepreneurs and employees 
 Define entrepreneurship 
 Describe the entrepreneurial process 
 Discuss four entrepreneurs’ life stories 


Preparation 


Establish the Framework for Learning: 
Develop a list of individuals who share the following characteristics: vision, 


passion, drive, opportunity recognition, risk takers, hard worker and the ability 
to lead and follow.  Your list might include Galileo, Guttenberg, Dr. Martin 
Luther King, Henry Ford, Nelson Mandela, John F. Kennedy, Jackie 
Robinson, Bill Gates, Gandhi, The Wright Brothers, and Amelia Earhart.  


Activity 1:  
Create 10 –15 “extra credit vouchers.”   
Assemble other incentives such as candy bars, new pencils or pens, etc.   
Collect 3-4 blindfolds 


Activity 2: 
Arrange for Internet access or download the articles from the suggested 


websites for distribution 
Enrich the Learning: 


Copy the Local Entrepreneur’s Contact Information to distribute  


Establish the Framework for Learning 


 Write your list of individuals on the board and ask: What do these individuals 
have in common?  List students’ responses on the board.  Compare the list of 
shared characteristics to the list noted in the Preparation section.  In closing, 
suggest to students that in addition to the characteristics noted, these individuals 
thought entrepreneurially.   


 Define entrepreneurial thinking: a way of thinking and acting that is opportunity 
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obsessed, holistic in approach and leadership balanced, (Jeffrey Timmons, 
Babson College). 


 Ask students if they know anyone who operates his or her own business.  Ask 
students to describe what they know about the business owner and the business. 


Develop the Learning 
Activity 1: To Risk or Not To Risk (Adapted from: The Entrepreneur in You?, National 
Council on Economic Education) 


 Write the quote “Big Wins Require Big Risks” from Bill Gates’ book, Business@ 
the Speed of Thought (1999).  Ask for 3 to 4 volunteers to come up to the front of 
the classroom.  Do not explain the activity until you have the student volunteers.  
Place blindfolds on the students.  Once the students are blindfolded, quietly 
distribute the extra credit vouchers and/or other incentives to students seated 
around the classroom.  Explain that the blindfolded students will have to navigate 
around the classroom unassisted and possibly disoriented and find the students 
with the extra credit vouchers and/or other incentives.  The rules are no running 
and when a blindfolded student comes to a desk with a student seated, s/he 
must ask, “Do you have the extra credit voucher or incentive?”  The seated 
student must then respond, “No, I do not,” or “Yes, and here it is.” 


 When all of the extra credit vouchers and/or incentives have been retrieved, lead 
a classroom discussion: 
1. Ask the student volunteers: Was it difficult to volunteer for something 


when you did not know the purpose or outcome?  Explain how you felt. 
2. Ask the student audience: When observing the various blindfolded 


students, how did they differ in how they moved to acquire the extra credit 
vouchers and/or incentives? 


3. Ask the entire class: What were the risks taken by the blindfolded 
students. 


4. Ask the student audience: Is anyone disappointed that s/he didn’t 
volunteer? 


 Draw the students’ attention back to Bill Gates’ quote, “Big wins require big 
risks,” and ask students what they think Bill Gates meant. 


 
Discussion 


 Define an entrepreneur: one who sees what others have overlooked and acts 
on that insight.   


 
The essential characteristics of an entrepreneur are vision and courage.  
Entrepreneurs are essentially niche finders, seeing an opportunity and seizing that 
opportunity by implementing a new idea, process or technology.  There are five 
specific things that entrepreneurs do: 


1. Entrepreneurs introduce a new good or service into the marketplace.   
Statistics: Well over half of all the products consumed in America today 
were not available as recently as 20 years ago; for example, DVD players, 
personal computers, and cell phones 


2. Entrepreneurs discover new resources or new uses for old resources.  
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Examples: Gold Rush, Alaskan pipeline, carpet made from plastic pop 
bottles, solar energy 


3. Entrepreneurs develop new technologies.   
Examples: Industrialization in American history 


4. Entrepreneurs open new markets.   
Examples: The earliest explorers were entrepreneurial, such as fur 
traders.  Recent examples of new markets include the Internet with eBay, 
health care, financial services, and cell phones 


5. Entrepreneurs reorganize existing enterprise.   
Examples: Henry Ford reorganized the auto industry; Ray Kroc, the food 
industry; and Bill Gates, the technology industry 


 Explain the difference between an entrepreneur and an employee.  
Entrepreneurs make decisions, take risks, and are directly impacted by the 
consequences.   
Employees may make decisions, take very little risk and are not directly 
impacted by the consequences. 


 
Activity 2: Employee vs. Entrepreneur 


 Divide class into small groups of 4-5 students.  Ask each group to list the 
differences between an employee and an entrepreneur.  Ask each group to poll 
their members and see how many want to be entrepreneurs and how many want 
to be employees. 


 Have students share their lists and compare them with this list: 
Employee Entrepreneur 


Does not own the business Owns the business 
Works for someone else Is the boss 
Responsible for doing the job Responsible for running the business 
Succeeds by doing the job well Succeeds by satisfying a customer need 


 
Discussion 


 Define entrepreneurship: the process whereby an individual or group of 
individuals uses organized efforts and means to pursue opportunities to create 
value and grow by fulfilling wants and needs through innovation and uniqueness, 
no matter what resources are currently controlled. 
Entrepreneurship, in the broadest sense, refers to all innovative and creative 
endeavors, whether they result in the formation of a new business, the 
reorganization of an existing enterprise, the discovery of a new technology or the 
development of a solution to some social or political problem. 
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 Ask students to turn to the Entrepreneurial Thinking page in their Student 
Guides.  Introduce the Entrepreneurial Thinking Process: 


 


2. Examine opportunities to  
fulfill needs or wants and to 


solve  problems. 


3. Generate ideas to  
satisfy the opportunities. 


4. Assess the  
opportunities and ideas. 


5. Use all available sources 
and resources to evaluate 
opportunities and ideas. 


6. Plan and prepare the  
venture thoroughly. 


1. Develop skills that may  
contribute to entrepreneurial behavior. 


 
 
Activity 3: Four Entrepreneurs 


 Provide students with Internet access to analyze, compare and evaluate the 
entrepreneurial thinking of four entrepreneurs by reading their stories.  If students 
do not have Internet access, provide them with hard copies of the stories.  Ask 
students to read the life stories of: 


o Dineh Mohajer – Hard Candy nail polish creator 
o Fred DeLuca – Subway 
o Brian Scudamore - 1-800-GOT-JUNK? 
o Oprah Winfrey – Entertainment Executive 


 As students read the four life stories, they should consider how each of the 
entrepreneurs exhibits entrepreneurial thinking, what character traits each 
entrepreneur possesses which have made him/her successful, and begin to think 
about their own business ideas! 


 Refer students back to the quote “Big Wins Require Big Risks” and ask them to 
discuss the four entrepreneurs’ activities as they relate to Bill Gates’ statement. 


Summarize the Learning 
 Ask students to consider their earlier stated interest in being either an employee 


or an entrepreneur.  Ask if anyone has changed his/her mind.  Leave students 
with the concept of asking themselves if they embrace the idea of entrepreneurial 
thinking: a way of thinking and acting that is opportunity obsessed, holistic in 
approach and leadership balanced. 
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Enrich the Learning 
 Interview with an Entrepreneur.  Distribute copies of the Local Entrepreneurs 


Contact Information to students.  Direct them to the Interview with an 
Entrepreneur page in their Student Guides and review the directions for the 
assignment.  Direct students to the Entrepreneur Profile page in their Student 
Guides.  Set a deadline for the completed assignment. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis. 
 
 Entrepreneurial Journal/Envelope.  Assign students the task of keeping a 


weekly Entrepreneurial Journal.  Explain that the journal can include reflective 
observations, clipped articles about an entrepreneur, business ideas, contact 
information for follow-up, web URLs to visit or a list of books to read.  Explain that 
on any day without prior notice you can ask a student to share an item from their 
journal/envelope. 
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Unit 1: Section 2 


Are You an Entrepreneur? 
 
“Twenty years from now you will be more disappointed by the things you didn’t do than 
by the ones you did.  So throw off the bowlines.  Sail away from the safe harbor.  Catch 
the trade winds in your sails.  Explore. Dream. Discover.”  - Mark Twain, American 
writer 
  


Overview 
Students complete a three-part profile to help them evaluate their business skills, 
personal habits, and lifestyle with an eye to discovering how ready they are to run their 
own business.  In addition, students discuss characteristics common among 
entrepreneurs and identify the advantages and disadvantages to being an entrepreneur. 


Key Objectives 


Students will be able to: 
 Assess their current level of business skills 
 Identify their own personal habits 
 Recognize their current lifestyle 
 Determine their aptitude for running their own business 
 List the common characteristics of entrepreneurs 
 Discuss the advantages and disadvantages of being an entrepreneur 


Preparation 
Enrich the Learning: 
Make arrangements prior to the lesson if you are going to invite guest speakers 
Review the My Hobbies, Interests and Skills worksheet 
Review the To Make My Dream Come True… worksheet 


Activity 1: 
Review the Dream On activity script and make modifications to suit your class 
Review the questions listed on the My Dream worksheet 


Activity 2: 
Complete your own Entrepreneurial Profile to assist you in engaging the 


students in a discussion around their profiles 
Activity 3: 
Review the list of entrepreneurial characteristics and add/delete/change as you 


desire   


Establish the Framework for Learning 


 Write the quote, “If you can dream it, you can do it.” on the board.  Ask students if 
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they know who said the statement.  Answer: Walt Disney 
 Explain to students that it’s important to have the opportunity to dream about 


their future while they are still preparing for it.   
 Ask students how many have completed some sort of skills inventory or career 


assessment.  Have students who have previously used assessment tools share 
what they learned in the process.  Share your own experiences. 


Develop the Learning 
Activity 1: Dream On (Adapted from: Visualize Your Future, Consortium for Entrepreneurship 
Education) 


 Explain that students are about to participate in a visualization activity where they 
will be asked to listen and to dream in the first part of the activity.  Then they will 
have a chance to write down their ideas.  Finally, they will get together in small 
groups to discuss what each of them learned from this activity. 


 Begin the activity by providing the following instructions to the students: 
o You must listen carefully to others and not talk. 
o Your dream can be as big as you wish. 
o Suspend judgment and evaluation --- dream. 
o Think about as many details as possible in answer to my questions – the 


more details the better. 
 Direct students to sit quietly with their eyes closed and visualize themselves as a 


grown person in response to your questions.  Encourage them to think about 
themselves in terms of what business they are involved in. 


 Read the following script slowly, allowing time for thinking: 
“Let’s close our eyes and picture a relaxing scene and remain quiet for a few 
moments.” 
[PAUSE] 
“Now you will imagine your life as you would like it to be 10 years from now when 
you are an adult and out of school.” 
[PAUSE] 
“Now it is morning and you have just woken up.  What do you see? 
[PAUSE] 
“Now go to your closet and get dressed.  What do you see in your closet?  What 
do you choose to wear to work today?” 
[PAUSE] 
“Now you are eating breakfast.  What do you see?” 
[PAUSE] 
“You’re ready to leave for work.  Where do you go?  How do you get there?” 
[PAUSE] 
“Who do you see in your workplace?  What are they doing?” 
[PAUSE] 
“What are your feelings about the work you are doing?” 
[PAUSE] 
“It’s lunchtime.  What are you doing?  How long do you take for lunch?” 
[PAUSE] 
“You are back at work and it is getting close to the end of the day.  What are you 
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doing?  What time is it?” 
[PAUSE] 
“Where are you headed now that work is finished?  How do you feel about the 
day?” 
[PAUSE] 
“Now let’s take a few minutes to review the day.  What were your most important 
thoughts and ideas during this dream?” 
 


 Have students open their eyes while remaining silent.  Have them turn to My 
Dream in their Student Guides and complete the answers to the questions.  
Encourage them to think seriously about their ideas.  Allow 7-10 minutes to 
complete the page. 


 Divide the students into groups of 4-5 and ask them to compare their ideas about 
the future.  Each group should select a spokesperson to share with the class a 
summary of what the group as a whole learned in the process of visualizing their 
futures.  Encourage students to include these questions: How many students 
owned their own business?  How many students drove a fancy car?  How many 
students owned a home?  What does this mean about the amount of money the 
students are earning?  How many used skills have they already started to 
develop?  How many were happy with this life?  What did the students learn 
about themselves? 


 Allow time for students to share their findings.  Engage students in a discussion 
regarding the similar and/or dissimilar threads that appeared among the students’ 
dreams of their future. 


Discussion 
 Mention the number of students who dreamt about owning their own business in 


the visualization activity.  Explain that many people dream about being their own 
boss.  However, being the boss is not necessarily the answer for everyone.  
While running a business can be both exciting and rewarding, it also involves risk 
and hard work.  Today, many people choose to be entrepreneurial thinkers and 
work for other people.  The key to success in business—your own business or 
someone else’s business--- is to know yourself.  Recognizing your skills, 
understanding your personal habits and acknowledging your lifestyle are all key 
to determining your success as a business owner or an employee. 


Activity 2: Entrepreneurial Profile 
 Suggest that there are many ways to perform a self-assessment of your 


strengths and areas for improvement.  Students could simply create a T-chart 
and list their strengths on one side and their areas for improvement on the other 
side.  Students could also ask friends, family and peers to identify their strengths 
and areas for improvement.   


 Direct students to the three-page Entrepreneurial Profile exercise in their 
Student Guides.  Remind students that there are no right or wrong answers.  
Encourage them to complete the three profiles independently and to be honest 
with themselves. 







Entrepreneurship: Starting a Business 1.2 Are You an Entrepreneur? Page 9
 


Discussion 
 Explain that while recognizing your skills, understanding your personal habits, 


and acknowledging your lifestyle are all key to determining your success as an 
entrepreneur, your hobbies and interests, as well as past experience and 
previous jobs play an important role in successfully running your own business. 


 Define aptitude as the ability to learn a particular kind of job.  Suggest that 
different jobs and businesses require different kinds of aptitudes.  Emphasize the 
difference between aptitude and interest. 
Examples: Newspaper journalists possess a good command of the English 
language and can paint a picture with words.  Real Estate agents must have 
good interpersonal skills and patience.   


Activity 3: Characteristics of an Entrepreneur 
 Explain that researchers have identified several characteristics that successful 


entrepreneurs share.  Encourage students to remember some of the character 
traits they previously identified Dineh Mohajer, Fred DeLuca, Brian Scudamore 
and Oprah Winfrey possessing. 


 Direct students to Characteristics of an Entrepreneur in their Student Guides. 
 Explain that students will participate in a Think, Write, Share activity.  For the 
next five minutes, students will individually think and write down as many 
characteristics that they can think of.  When you give the stop signal, students 
will form groups of three and share their lists.  Finally, each group will agree on 
the top 5 characteristics that a successful entrepreneur should possess. 


 To complete this activity, go around the room and ask each group to share one of 
their top 5 characteristics.  Create a list on the board.  Continue until all groups 
have shared their top 5 without duplication.  Compare the students’ list with this 
list: 
 Achievement-Oriented  Able to Act Quickly  Hard-Working 
 Independent  Confident  Assertive 
 Enthusiastic  Flexible  Goal-setter 
 Risk Taker  Resourceful  Energetic 
 Tough-Minded  Optimistic  Opportunity-Minded 
 Strong Leader  Decision Maker  Creative 


Discussion 
 Ask students if they can think of any advantages in owning their own business.  


Possible answers: You’re your own boss, you can choose a business that 
interests you, control over working conditions, opportunity to be creative, 
opportunity to create jobs for others, and you can make a lot of money if you’re 
successful 


 Ask students if they can think of any disadvantages in owning their own 
business.   
Possible answers: Risk losing money or going out of business, uncertain or no 
monthly income, long hours – usually work weekends and nights with no paid 
time off, decisions are all yours and loneliness 
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Summarize the Learning 
 Emphasize that while there are risks associated with being an entrepreneur, the 


other side is the possibility of earning a lot of money while doing something you 
really enjoy that uses your talents. 


 Remind students that one of the keys to entrepreneurial success is knowing your 
own strengths, interests, and areas for improvement. 


Enrich the Learning 
 Entrepreneurial Panel.  Arrange for several entrepreneurs to speak on a panel 


to share the benefits and challenges of being an entrepreneur. 
 
 Personal Interests/Hobbies.  Ask students to complete the My Hobbies, 


Interests and Skills worksheet in their Student Guides.   
 
 Turning Dreams into Reality.  Assign students the task of reviewing their My 


Dream worksheet and then completing the To Make My Dream Come True… 
worksheet in their Student Guides.   


 
 Interview with an Entrepreneur.  Remind students of the deadline for 


completed assignment.   
 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles about entrepreneurs. 
 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Unit 1: Section 3 


Entrepreneurs in a Market Economy 
 
“The most important single central fact about a free market is that no exchange takes 
place unless both parties benefit.”  - Milton Friedman, economist, winner of the 1976 
Nobel Memorial Prize for economic science 
 


Overview 
Students examine basic types of economies, demonstrate the concept of supply and 
demand and discuss the relationship of supply, demand and price. 


Key Objective 


Students will be able to: 
 Describe basic types of economic systems 
 Explain the concept of supply and demand 
 Understand how market structure impacts price 
 Discuss the role of entrepreneurs in a market economy 


Preparation 
Activity 1: 
Review the instructions 
Assemble materials for the Free Market Game:  


o One brown paper “lunch” bag for each student 
o Three “items” to be placed in each bag- an assortment of items that would 


appeal to students as well as a few things that would be considered boring 
or of little use 
Examples: candy, pencils, hair wraps, toothpaste, nail polish, 


chewing gum, small notepad, mouthwash, etc. 
Make sure each bag has the same number of items, but different combinations 


Activity 2: 
Review Is the Price Right Teacher Instructions  
Assemble the necessary materials for Is the Price Right? game 
Gather several items such as a baseball hat, a pair of sunglasses, and a liter of 


soda pop to display as examples of what students are buying and selling   
Make copies of Is the Price Right Seller and Buyer Instructions and the Is the 


Price Right? transaction sheet that follow this lesson  


Establish the Framework for Learning 


 Pose the question: Who determines how much you pay at the movie theater; or 
at the gas pump; or at the barbershop or at the fast-food restaurant? 


 Pose the question: How many of you drink a specialty coffee beverage?  Ask 
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how much the drink of choice costs and write the price on the board.  Now ask 
how many specialty coffee beverages they drink during a week.  Next, begin 
adding 25 or 50 cents to the price and as you increase each price, ask how many 
students would continue to purchase the same number of beverages per week.  
Continue until you reach the price where no one is willing to purchase.  Explain 
that this represents their demand for the beverage and that they must have 
noticed that as the price increased, the demand decreased. 


Develop the Learning 
Activity 1 – Free Market Game (Adapted from: The Trading Game, National Foundation for 
Teaching Entrepreneurship) 


 Round 1: Distribute a stuffed and sealed bag to each student.  Once all bags 
have been distributed, direct students to open their bags, examine the contents, 
and close their bags without making any comments or showing the contents. 


 On the board, draw a “Satisfaction Chart.” 
Satisfaction Chart 


Totally 
Dissatisfied


 


Somewhat 
Dissatisfied


Satisfied     Somewhat 
Satisfied 


Totally 
Satisfied 


     
     
     
     


Ask the students to rate their level of satisfaction by raising their hands to 
indicate how satisfied they are with the contents of their bags.  Record the 
information on the first line of the chart on the board and sum up the class’ 
satisfaction rating. 


 Round 2: Direct the students to empty their bags and display their items on their 
desks.  Now encourage students to walk around the classroom looking at other 
students’ items. 
Have students return to their seats. Ask students how they rate their level of 
satisfaction now that they have seen what else is out there.  Record the 
information on the second line of the chart on the board and sum up the class’ 
satisfaction rating. 


 Round 3: Divide the students into groups and allow them to trade within their 
group.  Encourage them to use negotiating tactics. 
Have students return to their seats after 3-5 minutes and ask students how they 
rate their level of satisfaction now.  Record the information on the third line of the 
chart on the board and sum up the class’ satisfaction rating. 


 Round 4: Announce that trade is now open to everyone.  Remind students that 
they get to keep whatever items they end up with. 
Have students return to their seats after 5 minutes of trading. Ask students how 
they rate their level of satisfaction now.  Record the information on the fourth line 
of the chart on the board and sum up the class’ satisfaction rating. 
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Discussion 
 Ask students to explain what may have caused the variance in the levels of 


satisfaction.  Possible discussion: The total satisfaction of the group will probably 
vary as students compare the items they received with those of other students, 
and as they were able to participate in voluntary trade with everyone 


 Ask students to define free enterprise.  Free enterprise: the idea that people 
can invest in a business in order to earn a profit.  Free enterprise is also the idea 
that the best way for the economic process to work is to allow producers to make 
their own decisions about what their business will sell and for consumers to 
decide what goods and services they will buy without interference from the 
government. 


 Explain to students that sometimes the free enterprise system is also called a 
free market economy or capitalism.  Societies develop economic systems to 
provide structure for determining how limited resources will be used to meet the 
unlimited wants of their members.  To date, societies have developed three basic 
types of economic systems: traditional, command, and market.  A fourth, the 
mixed economic system, is a combination of the first three systems for making 
economic decisions. 


 Review the characteristics of a traditional, command, market and mixed 
economic system: 


Traditional economy – both production and distribution is based on norms or 
practices devised in the distant past and maintained by law, custom or belief 
Command economy – an economy in which economic decisions are made 
largely by an authority such as a government-planning agency 
Market economy – an economic system where most goods and services are 
exchanged through transactions between households and businesses 
Mixed economy – an economic system that contains elements of traditional, 
command and market decision-making 


 Ask students to identify which market is best suited to entrepreneurship and why. 
Answer: Entrepreneurs flourish in the market economy because this system 
allows individuals to make economic decisions.  In addition, profit serves as the 
incentive to encourage individuals to take a risk and start a new business. 


Activity 2: Is the Price Right? (Adapted from: Classroom Games: Trading in a Pit Market, 
Charles A. Holt) 


 Divide students into two equal groups.  Designate the first group as the “demand” 
or “buyer” group.  Provide each member of this group with a Buyer Instruction 
Sheet.  Designate the second group as the “supply” or “seller” group.  Provide 
each member of this group with a Seller Instruction Sheet.   


 Advise the buyers and sellers that they will each receive a card that represents 
either the maximum amount the buyer can pay for the item, or the minimum 
amount for which the seller can sell the item.  Explain that when the cards are 
distributed students should not show their cards to one another. 


 Explain that buyers and sellers are free to negotiate, but must do so only in 
increments of 50 cents.  Buyers and sellers may call out prices at which they 
would buy or sell and see if that expedites the process.  When a buyer and seller 
agree on a price, they should record the transaction on their Is the Price Right? 
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Transaction sheet. 
 Allow approximately 3 minutes for each round of negotiation.  Some students will 


not be able to complete a trade, which is fine.  You may decide to display a new 
item at the beginning of each round to make the activity more engaging. 


 When a round is completed, collect the cards and keep them in separate piles.  
Shuffle each pile separately and redistribute them at the beginning of the next 
round.  Students remain in their original roles of buyers and sellers throughout 
the game.  However, they will hopefully receive a different card for most of the 
rounds of play.  


 If time allows, play 4 or 5 rounds.  After all the rounds have been played have 
students add up their individual savings (buyers) or profits (sellers).  Reward the 
buyer and seller with the highest scores with a small prize. 


Discussion 
 Ask students to explain what they think the terms supply and demand mean.   


o Supply is the different quantities of a resource, good, or service that will 
be offered for sale at various possible prices during a specific time period 
by a producer.  


  
o Demand is the different quantities of a resource, good, or service that will 


be purchased at various prices during a specific time period by a 
consumer.   


 Point out that supply is one side of a market and demand is the other side of a 
market. 


 
 Draw a graph of the supply curve on the board: 


Explain that suppliers are willing to supply more of a product or service at a 
higher price. 
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 Draw a graph of the demand curve on the board: 


Explain that individuals are willing to consume more of a product or service at a 
lower price. 


 Ask students how the forces of supply and demand work together to determine 
price in a market economy.   
Answer: The point at which the supply and demand curves meet is known as the 
equilibrium price or market-clearing price.  This is the price at which the trade will 
take place.  
 
Draw a graph of the supply and demand curves intersecting on the board: 
  
 
 
 
 
 
 
 
 
 
 


 Remind students that in a market economy entrepreneurs cannot charge any 
price they want.  Instead, the market forces supply and demand and determines 
what price can be charged. 


Summarize the Learning 
 Ask students to consider the role of the entrepreneur in a free-market economy. 


Possible discussion: Entrepreneurs respond to economic wants through their 
personal initiative and their ability to implement innovative ideas.  Entrepreneurs 
constantly seek ways to improve the efficiency of the economy, and when they 
succeed, they stimulate economic growth.  Entrepreneurs expand economic 
opportunities for members of the market economy. 


  Encourage students to ask themselves: How can I play this role in today’s 
economy? 
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Enrich the Learning 
 


 Free Enterprise Mind Map.  Assign students the task of completing the Free 
Enterprise Mind Map in their Student Guides. 


 
 Supply and Demand Graph.  Assign students one or more of the supply and 


demand problems in their Student Guides.  Have students create a supply and 
demand graph to determine the equilibrium/market clearing price in the assigned 
problems. 


 
 Entrepreneur’s Role.  Direct students to the Entrepreneurs’ Role in a Market 


Economy worksheet in their Student Guides.  Ask students to use the Internet 
to find an article about an entrepreneur and write a brief (2-3 paragraphs) paper 
that provides examples of the benefits to the economy that resulted from the 
entrepreneurial activity.  Students may want to search on websites of magazines 
such as Inc., Money, Fortune, Entrepreneur, Business Week, etc. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles about supply and demand 
trends. 


 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Is the Price Right? 
Teacher Instructions 


 
Objective: 
To have students discover the supply and demand model themselves and to illustrate 
the effects of price controls. 
 
Setting Up a Market: 
Playing cards can be used to distribute value and cost information quickly and 
confidentially to students.  This exercise only requires a deck of playing cards and 
copies of the instructions and record sheets that follow these instructions.  No money 
payments are needed; suggest that all earnings are hypothetical.  With 10-25 
participants, it takes approximately 40 minutes to read the instructions and go through 
several 5-minute trading periods. 
 
Begin by dividing the class into equal numbers of buyers and sellers.  If you have an 
odd number of students you can assign someone to be your assistant.  Each buyer is 
given a “red” card (hearts or diamonds), and each seller is given a “black” card (clubs or 
spades).  Buyers can earn money by purchasing at prices below the “value” numbers on 
their cards, and sellers can earn money by selling at prices above the “cost” numbers 
on their cards.  For example, if a buyer with a red 10 and a seller with a black 3 agree 
on a price of $6, then the buyer earns $4 and the seller earns $3.  Sellers are not 
permitted to sell below cost and buyers are not permitted to pay more than the value of 
the item.  Thus, each buyer has an inflexible demand for one unit at any price below the 
buyer’s card number, and each seller has an inflexible supply at any price above the 
seller’s card number.  All buyers and sellers receive a single card at the beginning of a 
trading period. 
 
The cards used for this activity include: 
 Black (spades or clubs): 2, 2, 3, 4, 5, 6, 6, 7, 8 
 Red (hearts or diamonds): 10, 10, 9, 8, 7, 6, 6, 5, 4 
 
After the cards are distributed, students assemble in the trading area in the front of the 
room to begin negotiations.  When a buyer and seller agree on a price, they proceed to 
the recording desk where the price is checked and recorded. You or your assistant 
should play this role. 
 
The cards are collected, shuffled, and redistributed at the start of each trading period. 
Note: When shuffling the cards, keep the black and red stacks separate. 
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Activity 2: Is the Price Right? 
Seller and Buyer Instructions 


 
Buyer Instructions: 
 


1. You will be given an Is the Price Right? transaction sheet.    
2. At the beginning of each round, you will receive a playing card.  The card value 


represents the maximum dollar amount that you are willing to pay for the item on 
display.  Your goal is to pay less than the card value since you will be able to 
count the difference as “savings.”  For example, if your card value is 8 and you 
are able to negotiate a purchase at $6, you will have saved $2! 


3. Negotiate with sellers to get the best price.  It’s still a deal if you purchase the 
item for the value on your card.  You may NOT purchase the item at a price 
HIGHER than the value of your card!   


4. You may choose to call out the price at which you are willing to buy.  You can 
change the amount you call out, as long as it is NOT HIGHER than the value of 
the card. 


5. When you make a purchase, sit down with the seller and complete your 
individual Is the Price Right? transaction sheets.  Turn in your card at the end of 
each round. 


6. You will play several rounds of the game.  You will always have the role of buyer. 
 If you do not want to make a purchase in a round, that is your prerogative.  


 
 ---------------------------------------------------------------------------------------------------------------- 
 
Seller Instructions: 
 


1. You will be given an Is the Price Right? transaction sheet.    
2. At the beginning of each round, you will receive a playing card.  The card value 


represents the minimum dollar amount that you can accept for the item on 
display.  Your goal is to earn more than the card value since you will be able to 
count the difference as “profit.”  For example, if your card value is 6 and you are 
able to negotiate a sale at $8, you will have earned $2! 


3. Negotiate with buyers to get the best price.  It’s still a deal if you sell the item for 
the value on your card.  You may NOT sell the item at a price LOWER than the 
value of your card!   


4. You may choose to call out the price at which you are willing to sell.  You can 
change the amount you call out, as long as it is NOT LOWER than the value of 
the card. 


5. When you make a sale, sit down with the buyer and complete your individual Is 
the Price Right? transaction sheets.  Turn in your card at the end of each round. 


6. You will play several rounds of the game.  You will always have the role of seller. 
If you do not want to make a sale in a round, that is your prerogative.
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Activity 2: Is the Price Right? 
Transaction Sheet 


 
Name _________________________________________ 


 
Directions:  
 Depending upon which role you are playing circle the appropriate heading.  For 


example, if you are a seller, circle Seller Profits.  During each round, if you 
complete a transaction, record the price/value of your card, the cost/value of the 
item and then complete the equation to determine either your profit (seller) or 
your savings (buyer).  


 
 If you do not complete a transaction during a round, put an X through the number 


of that round. 
 


 At the end of the game total up either your profits or your savings. 
 
 
 


Seller Profits Round # Buyer Savings 
_____  _____  _____ 
(price)  –    (cost)   = profits 


 
1 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
2 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
3 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
4 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
5 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
6 


_____  _____  _____ 
(value)  –    (price)   = savings 


_____  _____  _____ 
(price)  –    (cost)   = profits 


 
7 


_____  _____  _____ 
(value)  –    (price)   = savings 


 
Total Profits _______ 


  
Total Savings ______







Entrepreneurship: Starting a Business 1.3 Entrepreneurs in a Market Economy Page 20
 


Free Enterprise Map - Key 


Free 
Enterprise 


What is free  
enterprise? 


Who benefits 
from free  


enterprise? 


Why do I need  
to know about 


free enterprise? 


What are some of 
the features of 


free enterprise? 


What are some of 
the advantages of 
free enterprise? 


How does a  
person use free  


enterprise? 


The idea that a person can invest 
money in a business in order to try 
to earn a profit. 


The consumer and the busi-
ness owner benefit from free 
enterprise.  Consumers benefit 
by having choices and paying 
the lowest price for quality 
goods, and businesses benefit 
by earning profits. 


You need to know and  
understand free enterprise be-
cause it affects the choices you 
make about spending your 
money. 


Profit, competition, quality, 
small business ownership, 
consumer, producer, choice 
(answers will vary) 


Some advantages include the 
best prices for the highest 
quality goods,  profits for 
business owners, and free-
dom of choice.   


A person uses free enter-
prise as both a consumer 
and as a business owner. 
(answers will vary along 
these two concepts) 
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Unit 1: Section 4 


Economics of One Unit of Sale 
“Business is not financial science, it's about trading… buying and selling. It's about 
creating a product or service so good that people will pay for it.” - Anita Roddick, 
Founder, the Body Shop 
 


Overview 
Students consider the four types of businesses, review statistics regarding small 
business ownership and are introduced to the concept of the economics of one unit of 
sale. 


Key Objective 


Students will be able to: 
 List the four types of businesses 
 Discuss statistics of small business ownership 
 Calculate economics of one unit for four different types of businesses 
 Identify the five main ways an entrepreneur makes money 


Preparation 
Review: 
If you previously assigned the Entrepreneur Interviews, schedule time for 


students to present their Entrepreneur Profiles. 
Framework for Learning: 
Draw up your own list of at least three examples of local manufacturing, 


wholesale, retail and service businesses 
Activity 1: 
Gather large post-it note or flipchart paper and colorful markers 
Brainstorm with colleagues and develop your own ideas for entrepreneurial 


businesses for each of the four types of businesses 
Activity 2: 
Review the examples of the Economics of One Unit of Sale 


Activity 3: 
Review the Cost of Good Sold calculations  


Establish the Framework for Learning 


 Ask students to provide examples of local manufacturing, wholesale, retail and 
service businesses.  Compare your list with the students’ list.  Discuss which type 
of business, if any, was challenging to think of examples. 


 Ask students to share any information they know regarding the number of small 
businesses operating in the United States. 


 Ask students to consider whether it’s better for an entrepreneur to be paid by 
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wage, salary, dividend or sale of the company. 


Develop the Learning 
Activity 1: Types of Businesses for Entrepreneurs 


 Refer students to their list of businesses.  Point out that there are four distinct 
types of businesses: manufacturing, wholesale, retail and service. 


 Ask students to describe what each type of business does.   
Answers:  


o Manufacturing businesses produce the products they sell.   
o Wholesale businesses sell products to other businesses for resale.   
o Retail businesses sell products directly to consumers.   
o Service businesses sell services such as hairstyling, lawn mowing, 


accounting or car repairs. 
 Divide students into four groups and assign each group one of the four business 


types.  Distribute large sheets of paper and markers to each group.  Ask students 
to label their paper at the top with the name of the type of business they were 
assigned, e.g. manufacturing, service.  Direct students to develop a list of 
potential entrepreneurial businesses that fit the type of business the group has 
been assigned.  Explain that this list may provide ideas for starting their own 
businesses, so encourage them to come up with as many business ideas as time 
allows. 


 Ask each group to share their list with the class.  Ask the class to review each list 
and make certain that the business ideas match the type of business.  Make 
corrections as necessary. 


Discussion 
 Ask students how important they think small businesses are to the United States’ 


economy.  Ask for specific examples. 
 Share the following statistics (according to the U.S. Small Business 


Administration) with students:  
o In 2003, there were approximately 23.7 million businesses in the United 


States (according to Office of Advocacy estimates). 
o Small firms with less than 500 employees represent 99.7% of the 23.7 


million businesses. 
o Small firms employ 50 percent of all private sector employees. 
o Small firms generate 60 to 80 percent of net new jobs annually over the 


last decade. 
o Small firms produce 13 to 14 times more patents per employee than large 


patenting firms. 
o Small firms are 53 percent home-based and 3 percent franchises. 


 Ask students what role, if any, they think women, minority, and veteran 
entrepreneurs play in the economy. 


 Share the following statistics (according to the U.S. Small Business 
Administration) with students:  


o As of 2004, there were an estimated 10.6 million privately held, 50 percent 
or more women-owned firms in the U.S., accounting for nearly half of all 
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privately held firms in the country (Center for Women’s Business 
Research). 


o As of 2004, there are an estimated 1.4 million privately-held firms owned 
by women of color in the U.S., employing nearly 1.3 million people and 
generating nearly $147 billion in sales (Center for Women’s Business 
Research). 


o Of U.S. firms in 1997, 5.8 percent were owned by Hispanic Americans, 4.4 
percent by Asian Americans, 4.0 percent by African Americans, and 0.9 
percent by American Indians (Census Bureau Survey of Business 
Owners, 2001). 


o Veteran self-employed people numbered about 1.6 million or 14 percent of 
all U.S. self-employed (Census Bureau Survey of Business Owners, 
2001). 


 Remind students that many large corporations started out as small businesses 
(Microsoft, Intel, Mrs. Fields Cookies, Mary Kay).  Small businesses usually are 
more flexible, can react and adapt quickly to change and take more risks than 
large companies.  As a result, small businesses are usually on the leading edge 
of technological change and production efficiency. 


Activity 2: One Unit of Sale  (Adapted from: The Building Block of Success, National 
Foundation for Teaching Entrepreneurship) 


 Ask students how entrepreneurs use profits.   
Possible answers: To pay themselves, to grow their business, to start other 
businesses   
Suggest that entrepreneurs need to know how much gross profit (price minus 
goods sold) the business will make on everything it sells.  Therefore, it’s 
important for entrepreneurs to study the economics of one unit of sale (EOU). 


 Define unit of sale: one unit of the product or service a business sells.  Explain 
that a unit of sale varies depending upon the type of business.  For example: 


o Manufacturing: One order (any quantity) 
o Wholesale: A dozen of one item (e.g., 12 water bottles) 
o Retail: One unit or item (e.g., one water bottle) 
o Service: One hour of service time or a standard block of time devoted to a 


task (e.g., one hour of pet-sitting) 
o Combination: A combination of different items expressed as the average 


sale per customer minus the average cost of goods sold per customer 
(e.g., restaurant meals) 


 Using the same groups from the prior activity, direct students to select five of the 
businesses they listed and determine the unit of sale for each of the five.  Ask 
students to share their list.  Check for understanding. 
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Discussion 
 Illustrate the concept of unit of sale by using a skateboard business to show 


how different types of businesses define their unit of sale.  Draw the following 
chart on the board and walk through the distribution chain. 


 
Defining a Unit of sale – A Skateboard Business 


Manufacturer Wholesaler Retail Service 
Sells in bulk to 


wholesalers 
Sells in smaller 


bundles to 
retailers 


 Sells single 
items to 
consumers 


 Offers a 
unique set of 
skills or 
expertise at a 
fee 


1 unit =  
50 skateboards 


1 unit = 
12 skateboards 


1 unit = 
1 skateboard 


1 unit = 
1 hour of 
skateboard 
tricks training 
 


 
 Ask students if they encountered any difficulties in trying to determine the unit of 


sale for their assigned business type or if they are unclear about how to 
determine the unit of sale for any of the business types.  Clarify as necessary. 


Activity 3: Gross Profit per Unit (Adapted from: The Building Block of Success, National 
Foundation for Teaching Entrepreneurship) 


 Ask students if it’s true that the sale price (what the customer pays for one unit) is 
the actual amount of money the entrepreneur makes.   
Answer: No.  Businesses incur costs to buy raw materials and also in the process 
of adding value to their products or services.  These costs must be subtracted 
from the sale price to determine what’s left over for the entrepreneur to use 
elsewhere.  The “left over” is considered gross profit. 


 Define cost of good sold (COGS): the cost of selling one additional unit. Explain 
that if you buy skateboards and then resell them, your cost of goods sold per unit 
is the price you paid for one skateboard.  Once you know your cost of goods 
sold, you can calculate gross profit by subtracting COGS from your revenue. 


 Draw the example below on the board to illustrate how the gross profit per unit is 
calculated. 


 
  


 
 
 
 
 
 
 
 Direct students to the Costs of Goods Sold pages in their Student Guide and 


 Per individual/exact unit of sale: 
Sales price - Cost of goods sold = Gross profit per unit 


 
 Per average unit of sale: 


(Total sales - Total costs of goods sold)  Number of 
units/hours/customers/etc. = Gross profit per average unit 
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ask them to complete the calculations.  Review answers to check for 
understanding.  Explain that using these formulas is called “calculating the 
economics of one unit.” 


Discussion 
 Ask students to focus their attention on costs.  Ask them to consider what is and 


is not included in the cost of goods sold.   
Possible answers: 
Included in cost: materials used to make a unit – manufacturing business; 
supplies used in making or supplying the unit – manufacturing or service 
business; labor needed to make or supply the unit - manufacturing or service 
business; the entrepreneur’s own labor if used to create the product or service; 
price at which an item for re-sale is purchased- wholesale and retail business.   
Not included: any work involved in selling the product or service. 


 Emphasize the concept that if an entrepreneur is personally involved in making 
the product or providing the service, his/her own labor must be included in the 
calculation. 


 Suggest to students that there are five main ways an entrepreneur makes 
money.  Ask students to list the five and write them on the board: 


o Salary: fixed amount per month 
o Wage: fixed amount per hour 
o Commission: percentage of every sale made 
o Dividend: a share of the company’s profit 
o Sale of the company 


 Pair students and refer them to the question you asked them to consider at the 
beginning of class: Is it better for an entrepreneur to be paid by wage, salary, 
dividend or sale of the company?  Ask each pair to brainstorm a response to the 
question for the next five minutes.  Conduct a poll of the pairs to discover which 
method of payment students feel is best for an entrepreneur.   
Discussion: Students should consider that entrepreneurs can make more money 
with less personal effort by delegating labor tasks to others and taking a “cut” 
than trying to do it all.  Other people may be able to do the work faster, cheaper 
and better.  Sometimes, entrepreneurs are better off spending their time growing 
the business versus making the product or delivering the service.  The best 
answer is that it is better for an entrepreneur to be paid by dividend or sale of the 
company than by wage. Remind students that employees earn money through a 
regular paycheck/salary/wage and that entrepreneurs have a variety of ways of 
making money. 


Summarize the Learning 
 Ask students why they think entrepreneurs should study the economics of one 


unit of sale.   
Possible answers: It provides a snapshot of an entrepreneur’s whole business. If 
one unit of sale is profitable then the business can be profitable as well.  
Entrepreneurs can make better decisions knowing this information. 


 Ask students to consider: Which offer is the best deal for them?  A part-time job 
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at $8 an hour, an independent contract to provide services with a gross profit of 
$8 per hour or opening their own business that won’t make any money for two 
months but then has the potential to make $4 gross profit per product with 
expected growth projections of 5% per year. 


Enrich the Learning 
 Business Ideas.  Have students refer back to My Hobbies, Interests and Skills 


worksheet in their Student Guides.  Encourage students to select a business 
opportunity from their list and complete the Business Idea Survey worksheet in 
their Student Guides. 


 
 EOU Practice.  Assign students the EOU Practice Skills worksheet in their 


Student Guides to reinforce the concepts taught. 
 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage students to find articles pertaining to cost of goods sold. 
 
 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Unit 1: Section 5 


Opportunity Recognition 
“Effective people are not problem-minded; they’re opportunity minded.  They feed 
opportunities and starve problems.” - Stephen R. Covey, author of the 7 Habits of Highly 
Effective People 
 


Overview 
Students explore myriad business opportunities, consider the three critical elements of 
opportunity recognition, discover the meaning of opportunity cost and analyze a 
business opportunity. 


Key Objectives 


Students will be able to: 
 Differentiate between an opportunity and an idea  
 Practice brainstorming business ideas 
 Understand opportunity cost 
 Analyze business opportunities  


Preparation 
Framework for Learning: 


 Write Stephen R. Covey’s quote on the board (at top of this page) 
Activity 1: 


 Review and complete the If Only… worksheet to add your ideas to the 
discussion 


Activity 2: 
 Review Activity 2, the Business Category Game 
 Prepare Business Category Cards using the sample cards that follow 


this lesson or you may create your own (laminate on cardstock) 
Activity 3: 


 Complete your own SWOT Analysis worksheet to come to your 
conclusions   


Establish the Framework for Learning 


 Direct students to Stephen R. Covey’s quote on the board.  Ask students if they 
would consider entrepreneurs to be problem-minded or opportunity-minded and 
why. 


 Read Sir Winston Churchill’s quote, “A pessimist sees the difficulty in every 
opportunity; an optimist sees the opportunity in every difficulty.”  Have students 
ponder how they each view life. Do they apt to be more pessimistic or optimistic? 
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Develop the Learning 


Activity 1: If Only… (Adapted from Finding a Business Opportunity, Council for Entrepreneurial 
Development) 


 Explain that an entrepreneur is often described as an individual who sees an 
opportunity and invests his/her own money, time and effort trying to build a 
business around that opportunity.  Emphasize the two critical parts to this 
description: recognition and resolution. 


 Ask students to think about the things in their every day life that are annoying or 
frustrating.  Perhaps they have found themselves saying, “If only…someone 
would invent a way to study for a test while sleeping soundly.”  Ask students to 
turn to the If Only… page in their Student Guide and spend approximately 15 
minutes completing the 2-part activity.   


 Once students have completed the If Only… activity, divide them into small 
groups of 3-5 students and allow time for sharing their annoyances/problems and 
solutions (Part I).   


 Ask each group to review their individual responses to the situations listed in Part 
II. Have students select one situation and the group’s favorite solution to share 
with the entire class. 


Discussion 
 Ask students to consider the difference between an opportunity and a problem. 


Answer: Problems are usually viewed negatively and may or may not be 
considered something someone can actually do something about.  An 
opportunity is usually viewed in a positive light and suggests that someone can 
do something about the situation presented.   
Have students consider whether the real difference is in the perception of the 
situation more than in the actual situation.  Repeat Sir Winston Churchill’s 
comment: “A pessimist sees the difficulty in every opportunity; an optimist sees 
the opportunity in every difficulty.”   


 Ask students if there is anything else besides problems that an entrepreneur 
should be able to recognize that could provide any opportunity.  


 Explain that according to the National Foundation for Teaching Entrepreneurship, 
there are six roots of opportunity: 


o Problems that your business could solve 
o Changes in laws, situations or trends 
o Inventions of totally new products or services 
o Competition – if you can find a way to beat the competition on the 


basis of price, location, quality, reliability, or convenience 
o Technological advances – inventors invent, entrepreneurs figure 


out how to market the invention 
o Unique knowledge – you possess unique knowledge of your 


neighborhood, friends, community or special subject area 
Activity 2: Business Brainstorming 


 Ask students, by a show of hands, how many of them have an idea for a 
business they want to start.  If students indicate they have an idea, ask them if 
they will share the process in which they engaged to arrive at their idea. 
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 Explain that one way to come up with ideas for a business is to brainstorm.  
Remind students that brainstorming is the process of suspending judgment while 
thinking of ideas.  After all the ideas have been recorded, the ideas can be 
evaluated for their merit.   


 Direct students to the Business Category Grid worksheet in their Student 
Guide.  Explain that they are going to play the Business Category Game to help 
them brainstorm business ideas.  Have each student choose four letters from the 
alphabet and write one letter at the top of each column.  


 Explain that you will draw a card from the stack of Business Category Cards.  
Students will write the name of the business category in the appropriate space.  
Then, students will have one minute to fill in as many spaces as they can with a 
product or service that fits the category and begins with the letter at the top of 
each column.  Draw this example on the board: 


 
Business Category: Pets 


 


B D P H 


Bird Feeders 
 
 


Dog house building Purchase pet food House Sitting 


    


 
 Play as many rounds of the Business Category Game as time permits.  At the 


beginning of each round, have students select their letters before you draw a 
new card. 


 At the completion of the Business Category Game have students review their 
ideas and circle the three ideas that they would consider pursuing. 


Discussion 
 Ask students if they think that all ideas are also good opportunities – why or why 


not?   
Possible answer: The difference between an idea and an opportunity is that an 
opportunity is based on what consumers want, while an idea may be based on 
what you want. If you have a great idea but nobody wants the product you’re 
selling or the service you’re providing, the business will fail. 


 Ask students to explain the concept of “window of opportunity.”   
Possible answer: The amount of time before someone beats you to the punch. 


 Explain that not every opportunity is necessarily the right one to pursue.  Ask 
students how they might go about deciding which opportunities they should 
pursue.  


 Suggest that one method of evaluating opportunities is to engage in a 
cost/benefit analysis.  Write on the board: Decision = Benefits – Costs.  If the 
benefits outweigh the costs, the decision to pursue the opportunity is probably a 
good one.  However, if the costs are greater than the benefits, it’s time to 
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reconsider and think of ways to reduce your costs or increase your benefits 
before pursuing the opportunity.  Explain that costs include both money and time 
that you are willing/able to invest in the business, while benefits are the rate of 
return on your money or the growth of your business or professional career. 


 Explain that sometimes a cost/benefit analysis does not provide the full picture.  
Define opportunity cost: the value of what must be given up in order to obtain 
something else.  Some people think of opportunity cost as the cost of the next-
best investment.  If you decide to start a business, you need to add up all the 
costs of an investment, including the cost of the opportunities you are giving up. 
Ask students to list some of the opportunities that they might give up to start their 
own business.   
Possible answers: Athletics, being with friends, study time, travel, etc. 
 


Activity 3: SWOT Analysis 
 Suggest that another method for evaluating a business opportunity is to conduct 


a SWOT analysis.  Ask students if anyone can explain what a SWOT analysis is. 
  
Answer: Analysis of a business’ Strengths, Weaknesses, Opportunities, Threats 


 Divide students into four groups.  Assign each group one of the four elements of 
the SWOT analysis.  Direct students to the SWOT Analysis worksheet in their 
Student Guide.  Explain that students should read the business opportunity and 
then fill in the column of the SWOT table their group was assigned. 


 Once each group has completed their assigned column, have each group 
transcribe their thoughts onto a large flipchart page.  Remind students to label 
their page.  Display the large pages in the front of the room. 


 Allow students a few moments to review the SWOT table.  Ask students the 
following questions: 


o Based on the SWOT analysis, is the opportunity a good one? 
o Is the opportunity worth pursuing? 
o Are there any opportunity costs to consider? 
o Is there anything that could be done to make the opportunity a better one? 


Summarize the Learning 
 Suggest to students that one of the key activities of entrepreneurial thinking is 


opportunity recognition.  Opportunities come from ideas and ideas come from 
observation and imagination! 


 Emphasize the three critical elements of opportunity recognition: 
1. Market observation and analysis- Identification of unfulfilled 


needs/desires in the marketplace 
2. Insight into customer needs and desires- Development of ideas for 


products or services that satisfy those market needs/desires 
3. Creativity, innovation, invention and adaptation- Implementation of 


ideas to create a business 
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Enrich the Learning 
 Recognizing an Opportunity.  Have students explore their community and 


practice recognizing opportunities.  Direct them to the Opportunities are 
Everywhere! worksheet in their Student Guide and assign a completion 
deadline. 


 
 Searching for an Opportunity.  Divide students into Idea Investigation Teams. 


Direct teams to use any form of media to look for ideas that coincide with the six 
roots of opportunity: problems, new laws, trends, inventions, technological 
advances and unique knowledge.  Different aspects of media include the 
Internet, newspapers and magazines. Each team must select one of the ideas 
and brainstorm ways to turn it into an opportunity.  Teams will sign up for a 10-
minute presentation that should include a visual display (e.g., poster, 
PowerPoint, skit).  Teams should turn in the Idea Investigation Worksheet for 
teacher approval before developing a presentation. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage students to look for articles that focus on individuals or 
businesses that have recognized an opportunity. 


 
 Entrepreneurial Journal/Envelope.   Remind students that you will be randomly 


checking their journal/envelopes sometime in the next few days. 
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Unit 2: Section 1 


Creativity and Innovation 
“Sometimes I think creativity is magic; it’s not a matter of finding an idea, but allowing 
the idea to find you.”  - Maya Lin, architect, Viet Nam Veterans Memorial 
 


Overview 
Students will discover their own creativity, practice breakthrough-thinking strategies, 
learn about a variety of inventions and consider the steps of product development. 


Key Objectives 


Students will be able to: 
 Practice exercises designed to increase their creativity 
 Use breakthrough thinking strategies to solve problems 
 Discuss the contributions of a variety of inventors 
 Describe steps for product development  


Preparation 
Framework for Learning: 
Assemble a paper bag (lunch size), a golf ball and a set of post-it notes 


Activity 1: 
Collect an assortment of everyday items from your home and/or classroom  


Examples: large binder clip, slinky, scotch tape holder without tape, 
protractor, unattached mouse, doorstop, large eraser, highlighter.  
You will need enough items so that when you divide your classroom 
into small groups, each group will be able to select one item.   


A paper sack or some other receptacle that is non-see-through in which to place 
the items 


Activity 2: 
Review the Imagination Gone Wild List.  If you do not have time for all 20 


questions, pre-select the questions you plan to use 
Activity 3: 
Review the examples used in the Breakthrough Thinking Strategies in the 


Student Guide.  Come up with four additional problems/situations that are timely 
and relevant to your class to use during the activity to reinforce the learning 


Review the Invention Examples (following this lesson) of how inventions came 
about or research your own to share with the class.  A fun resource is Charlotte 
Foltz Jones’ book, Mistakes That Worked. 


Enrich the Learning: 
Decide whether or not to conduct an Invention Contest. Plan accordingly.  
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Establish the Framework for Learning 


 Distribute a post-it note to each student.  Ask each student to imagine that he or 
she is either Tiger Woods or Anika Sorenson competing in a major golf 
tournament.  Explain the circumstances: the competition is fierce and your next 
shot is a “must win” shot.  As you walk to where your ball landed, you begin to 
worry.  There’s no sign of the ball.  Instead, there is a brown paper lunch sack on 
the ground where you believe your last shot landed.  When you reach the bag, 
you peek inside and sure enough, there’s your golf ball.  Unfortunately, you 
cannot simply reach in and extract the ball.  What are you going to do?  Have 
students problem solve for the next three minutes.  Students should write their 
solution on their post-it note and then post their solution on the board.   
Possible solution: Find a match and burn the bag so that only the ball is left 
exactly where it should be. 


 Have students consider the concept that creativity and innovation consists of:  
o “Seeing what everyone else has seen, 
o Thinking what no one else has thought, and 
o Doing what no else has dared!”   


(Consortium for Entrepreneurship Education) 


Develop the Learning 
Activity 1: A Different Perspective 


1. Divide the students into small groups of five.  Ask for one member of the 
group to select an item out of the bag without looking. 


2. Explain that each group will be provided with a common item that has one or 
more everyday uses.  Each group will be challenged to come up with a 
different use for the item and a new name for the item. 


3. Explain that each group will have 10 minutes to brainstorm a creative use for 
the item selected and to prepare a presentation to the rest of the class acting 
as a group of investors.  Explaining features and benefits of the item are an 
important part of the presentation.   


4. Remind students that the object is to convince the group of investors to put 
money into the “new” product! 


5. Ask for one member of the group to come forward and select an item out of 
the bag without looking and return to the group to begin creating their 
presentation. 


6. Allow time for each group to present.  When all groups have shared their 
“new” products, ask the investors (the whole class) to select one product 
based on the most creative new use and name. 


Discussion 
 Ask students if the activity was easy or difficult.  What made it so?  Suggest that 


many of us think that creativity is finite and reserved for a talented few.  Share 
the fact that approximately 2% of adults consider themselves to be creative, 
10% of seven-year olds think they’re creative and 90% of five year olds think 
they are creative!  Ask students what they think about those statistics.  
Discussion: As a child, the whole world was our palette—one flip of the 
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imagination button and Popsicle sticks became magical airplanes; a bar of soap 
was the little engine that could; sand castles appeared on the beach; angels 
showed up on snowy lawns…and then parents piped in, “Everybody knows 
trees are green, not purple.”  Then siblings piped in, “Paint between the lines, or 
you’ll be in trouble!”  Then teachers piped in, “Make an ashtray like everybody 
else.” 


 Define creativity: Creativity is the ability to generate or recognize ideas, 
alternatives, or possibilities by using one’s imagination 


 Ask students to reflect on their behavior during the activity. What worked, what 
didn’t?   
Possible answers: To be successful, students needed to see things from a 
different perspective, to be open to brainstorming ideas, be persistent in seeking 
possibilities and be willing to try new things 


 Explain that we all have creative tendencies.  All of us have the ability to create 
new ideas, solve baffling problems and even produce art! It’s just that most of us 
have allowed our natural creativity to be smothered by a long list of self-negating 
assumptions. 


 Direct students to the Avoiding the Ten Taboos worksheet in their Student 
Guides.  Ask students to complete the worksheet individually during the next ten 
minutes.  Randomly place students in groups of 3-5 students and encourage 
them to share their responses. 


Activity 2: Imagination Gone Wild (Adapted from The Encyclopedia of Icebreakers, S. 
Frobess-Greene) 


 Ask students to keep their positive “ground rules” in mind as they participate in 
the Imagination activity.  Encourage students to let their minds expand to allow 
for innovative ways for thinking and perceiving.  Have students turn to the 
Imagination Gone Wild worksheet in their Student Guides.  Depending upon 
the number of items you select from the Imagination Gone Wild List, ask 
students to number their blank page from 1 to _?__. 


 Select a question from the Imagination Gone Wild List and allow students 
approximately two minutes to respond in writing.   


 Check how comfortable students are sharing some of their responses.  Remind 
students that every answer is valid!  If students are willing to share, select a few 
questions from the list and allow time for sharing. 


Discussion 
 Suggest that entrepreneurs must be creative and be capable of improvisation. 
 Comment that many of us think that most of the great developments of the world 


came through skilled people who were trained in their field.  That’s not always the 
case because trained people are often too close to the problem to see what the 
real solution could be.  For example, Kodachrome film was invented by a 
musician; the ballpoint pen was invented by a sculptor; the parking meter was 
invented by a journalist; the Wright brothers were bike mechanics, not 
aeronautical engineers; Albert Einstein was a mathematician, not a physicist.  


 Ask students what allowed these ideas to be considered and then be created. 
Discussion: These individuals unlocked their creativity by: 
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o Separating idea generation from evaluation 
o Questioning and testing assumptions 
o Avoiding patterned thinking 
o Creating new perspectives 
o Taking prudent risks 
o Minimizing negative thinking 


Activity 3: Breakthrough Thinking Strategies 
 Suggest that creativity can be learned, strengthened, enhanced and effectively 


applied to everyday living.  There are many ways to solve problems and think 
creatively by looking at things differently.  Explain that students are about to 
focus on four breakthrough-thinking strategies.   


 Comment that the first strategy is known as The Jeopardy Effect, which entails 
asking journalistic questions to pinpoint the causes of a problem.  Direct students 
to The Jeopardy Effect worksheet in their Student Guides.  Walk students 
through the first strategy. 


 Explain that the second strategy is Sum of its Parts, where we break down a 
problem/issue into characteristics/elements. List possibilities for each element 
and try various combinations to find possible solutions.  Direct students to turn to 
the next page in their Student Guides and walk them through the steps. 


 State that the third strategy, Reversing the Question, seems a bit silly.  Using 
this strategy, we restate the problem/issue in its opposite form and then develop 
possible solutions based on that opposite.  Direct students to turn to the next 
page in their Student Guides and walk them through the steps. 


 Explain that the fourth and final strategy is known as Inquiring Minds Want to 
Know, which encourages us to ask structured questions to uncover possible 
solutions.  Direct students to turn to the next page in their Student Guides and 
walk them through the steps. 


 Have students review the four strategies, and select one to use to generate 
solutions for one of the issues/problems you have chosen.  Direct students to 
locate the practice sheet for their chosen strategy and state the problem.  Note: 
This activity may be done individually or in small groups.  Allow approximately 20 
minutes to practice one of the strategies.  Check students’ work for 
understanding of the strategies. 


Discussion 
 Comment that the natural outcome of creativity is invention.  Suggest to students 


that innovative thinking is one key to becoming a successful entrepreneur.  Some 
entrepreneurs actually invent new products or new processes, others find a 
better way to market existing products or services and still others find a new use 
for an existing product or service.  Wherever your entrepreneurial thinking takes 
you, it’s important that you learn to think like an inventor! 


 Ask students to share their favorite inventions.  Possible answers: Answers may 
be based on convenience, “coolness,” creativity, cost saving 


 Using the examples provided on the Invention Examples pages following this 
lesson or from your own personal research, relate the stories of how inventions 
came about. 
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 Challenge students to list the steps they think should be involved in product 
development.  Answers: 


o 1. Think outside the box and generate ideas; 
o 2. Survey family, friends, neighbors, etc. to test your ideas; 
o 3. Create a model of your product; 
o 4. Participate in a reality check; 
o 5. Consider having a prototype of your product made; 
o 6. Check out patents, licenses, etc. 


 Clarify that not all inventors are entrepreneurs.  Innovation is actually using an 
invention in a way that creates economic value.  Inventors design and develop 
new products.  Entrepreneurs recognize the opportunities, take the risks of 
starting new businesses and accept the subsequent challenges. 


Summarize the Learning 
 Entrepreneurs create businesses with a market in mind.  They generate ideas, 


conjure up visions, and allow themselves to dream, but always with a consumer 
in mind. 


 Creativity can be learned, strengthened, enhanced, and effectively applied to 
everyday living.  You simply have to practice, practice, practice!  


Enrich the Learning 
 Creativity Practice.  Assign students one or more Brain Stretches in their 


Student Guides.  You might consider assigning one per week for several weeks. 
 Consumer Needs Met.  Have the students research inventions online.  Students 


should select four inventions and write separate paragraphs about each one 
detailing what consumer needs were met by each invention.  Direct students to 
the Who’d Have Thought? worksheet in their Student Guides. 


 Invention Contest.  Announce an Invention Contest and set up a schedule so 
that during subsequent class periods one or two students can present their 
inventions.  Have each student write a memo detailing ideas for his or her 
invention.  Direct students to the Invention Contest worksheet in their Student 
Guides.  The memo should include the name of the product or service, how it will 
work and the consumer need it will fulfill.  Students should provide a sketch of the 
invention at the bottom or on the reverse side of the memo.  Explain that the 
illustration does not have to be great artistically to be a tool for explaining the 
invention.  Let the students be the judges to determine the winner(s) of the 
Invention Contest.  Be creative with the contest awards to stimulate competition.  
(Adapted from: The National Foundation for Teaching Entrepreneurship)  


 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 
daily basis.  Encourage them to look for stories that present business 
opportunities. 


 Entrepreneurial Journal/Envelope.  Remind students that you will be randomly 
checking their journal/envelopes sometime in the next few days. 
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Imagination Gone Wild List 
 


1. What shape is a wish? 


2. What does happiness look like? 


3. What color is today? 


4. What does purple taste like? 


5. What does your self-image sound like? 


6. What does a rainbow feel like? 


7. What color is the smell of your favorite cologne? 


8. What is the distance of your life? 


9. Which is your favorite sense? 


10. What color is your favorite song? 


11. What texture is your favorite memory? 


12. What does inspiration taste like? 


13. What is the shape of trumpet music? 


14. What is the texture of a whisper? 


15. What does a cloud sound like? 


16. What does your favorite book feel like? 


17. What is the weight of your anger? 


18. What color is gossip? 


19. What is the shape of your imagination? 


20. What color is the fragrance of autumn? 
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Invention Examples 
 


Invention: The Etch A Sketch 
Invented by:  Arthur Granjean 
 
First marketed in 1960, the Etch A Sketch® has become one of the most popular 
creative children's toys of recent times.  The Frenchman Arthur Granjean developed the 
technical basis of the toy in the late 1950s.  Granjean displayed his prototype, which he 
had built in his basement and called "L'Ecran Magique" ("The Magic Screen") at the 
1959 International Toy Exhibition in Nuremburg, Germany.  There, executives of the 
Ohio Art Company saw the potential of the device and acquired the rights to develop 
and produce it.  


 
After a year of research and development, the Etch A 
Sketch® achieved its now classic name and shape (US 
patent #3,760,505).  The red frame holds a glass screen, 
the back of which is coated with a mixture of aluminum 
powder and tiny plastic beads.  Two knobs control the 
movement of a single stylus horizontally and vertically 
through the aluminum powder.  As the stylus moves, it 
leaves behind a black trail on the screen. Shaking the 
device remixes the powder, thus clearing the screen.  


 
Given a generation of children who take computer graphics 
for granted, the Etch A Sketch® may seem outmoded.  But 
the toy’s appeal is that it is challenging, as well as fun.  
Creating curves by manipulating both knobs 
simultaneously is a true test of coordination.  In addition, 
the line generated by the stylus must remain unbroken, so 
that elaborate designs must be planned out in advance.  
Etch A Sketch® experts succeed in creating some truly 
impressive designs and can preserve their designs by 
draining the powder from the device.  The Etch A Sketch® Club includes over 35,000 
members, aged 2 to 82, some of them professional artists in their own right.  
 
Today, there are Etch A Sketch® models of various types with colors and sound effects, 
but the original model, an overnight sensation in the Christmas season of 1960, has 
withstood the test of time to remain a classic.  
 
The Etch A Sketch® name and configuration is a registered trademark of the Ohio Art 
Company. Above: Turkey designed by Jeff (J.C.) Converse, Moscow Scene by Mark 
Allison.  For more Etch A Sketch® artwork and activities, visit their website, at 
http://www.world-of-toys.com/. 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program" [Aug. 1997] 
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Invention: In-line Skates 
Invented by: Scott & Brennan Olsen 
 
In-line skates were invented before "standard" roller skates and are even older than the 
United States!  A single company made in-line skating the fastest-growing sport in 
America today.  


In 1759, a Belgian violinist named Joseph Merlin attached wooden 
spools to the front and back center of a pair of shoes, in order to 
mimic ice-skating at a costume party.  His skates did not catch on, 
perhaps because Merlin crashed into a 
full-length mirror.  
 
An American, James Plimpton, created 
the classic two-by-two-wheel skate design 
in 1863.  After ball bearing wheels were 
invented in 1884 and brake pads were 
added, roller skates were much smoother 
and safer and remained popular with 
young people through the 1950’s.  


Meanwhile, in-line skates were rarely used in Europe for 
athletic training and practical transportation and were forgotten.  
 
In 1980, two hockey enthusiasts, brothers Scott and Brennan 
Olson, stumbled on an old, unwanted in-line skate in a store in 
Minneapolis.  Inspired, they replaced the blades of a hockey skate with polyurethane 
rollers and added a rubber heel brake, which created a swift, safe and sturdy way of 
skating on any hard surface.  At first, the brothers operated their company, Rollerblade, 
Inc., from their parents' basement.  
 
The Olsons' Rollerblades® were immediately popular with ice skaters and skiers, but 
did not become accepted by the general public until the company was bought in 1984 
and began a strategic marketing campaign in Southern California.  The company 
created a fad in the same region that had given rise to the skateboard.  Besides being 
trendy, in-line skating was fun, healthy, easy to learn and challenging.  
 
The first Rollerblades® were soon imitated by other companies, but Rollerblade, Inc. 
has stayed on top of the industry it created through both advertising and design 
innovations. Rollerblades® has earned about 200 issued or pending patents to date.  
Perhaps the best evidence of their success is that "rollerblading," like "Frisbee," has 
become the common term for a pastime enjoyed by countless individuals worldwide.  
 
 
Above, in-line skating images courtesy of Chris Edwards and Bladesker. 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program" [Aug. 1997] 
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Invention: M&M's® 


Invented by: Forrest E. Mars, Sr. 
 
Chocolate lovers around the world have none other than Forrest E. Mars, Sr. to thank 
for the milk chocolate candies that “melt in your mouth, not in your hand.”  The candy, of 
course, is M&Ms®, and not only did Mars invent, patent, and market the creation but he 
also built a chocolate candy empire via the multinational conglomerate that would 
become M&M®/Mars, Inc.  
 
Mars was born on March 21, 1904 in Minnesota and was 
raised in Canada by his grandparents after his parents’ 
divorce.  He entered the University of California at Berkeley 
and later transferred to Yale University where he completed 
a degree in industrial engineering in 1928.  He was a highly 
competitive individual with a gift for business.  
 
His father, Frank C. Mars, had been operating a successful 
candy business of his own in Chicago.  He reunited with his 
son and invited him to work with him.  The company Mars, 
Inc. was established in Frank’s home in Tacoma, 
Washington in 1911 and created the ever-popular Snickers, 
Milky Way, Three Musketeers and Mars bars.  The younger Mars wanted to expand the 
company, but his father did not. Forrest took a buyout from his father, along with the 
rights to sell some of the Mars brands overseas and moved to England.  
 
In Europe, Forrest Mars worked for Nestle and Tobler to learn more about the candy 
industry.  He also set up a small candy factory in England.  Eventually he moved back 
to the U.S. and opened his own food manufacturing business, Food Products 
Manufacturing, where he established the Uncle Ben’s rice line, and later, gourmet pet 
food. In 1940, he made his first independent move into the candy business in the United 
States.  
 
Somewhere in his travels, Mars had come across a candy that was essentially tiny 
chocolate pellets surrounded by a sugar shell.  He may have seen soldiers eating them 
during the Spanish civil war; no one seems to know for sure.  What is known is that in 
1940, Mars concocted his own version of candy-coated chocolate drops and took them 
to the Hershey Corporation.  There he proposed an 80-20 partnership to Bruce Murrie, 
the son of Hershey executive William Murrie, where Bruce would be the 20-percent 
partner. At the time, World War II was developing and chocolate would be rationed 
during this period.  The Hershey Corporation, however, already had a deal to provide 
chocolate for the troops.  
 
The savvy Mars struck a deal with Hershey via Murrie, whereby Murrie would provide 
some capital and Hershey would provide chocolate, sugar and technology.  The 
partners named the product with the first initials of their last names: M&Ms®.  
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The design was patented on March 3, 1941.  That year, M&M®, Ltd. began production 
in Newark, N.J., and the first M&Ms® went on sale.  The candy, originally sold in paper 
tubes, came in brown, yellow, orange, red, green and violet, later replaced by tan.  A 
year later, World War II began and M&Ms® were immediately popular among soldiers 
because of the candies’ ability to travel well and withstand high temperatures.  Soon the 
Armed Forces incorporated M&M's® into soldiers' C-Rations and sold them in Post 
Exchanges and Ships Service Stores.  
 
In 1946, the war ended, and M&M's® became available to the general public again.  
Soon, Mars bought Murrie out and took sole ownership of the M&M® brand. In 1950, 
the company began imprinting an 'm' on each candy to ensure customers they were 
getting the original, M&M®. The company also began heavy national advertising.  
 
In 1954 M&M® Peanut Chocolate Candies were introduced and the black M&M® 
imprint was changed to white.  That year the company also began television advertising 
using cartoon characters and launched its famous M&M® slogan, "The milk chocolate 
melts in your mouth, not in your hand."  By 1958, demand for M&M's® had surpassed 1 
million pounds per week. In 1981, M&M's® even went to space.  They have since been 
included with food rations for astronauts on more than 30 shuttle flights. M&Ms® were 
also the official candy at the 1984 Olympics in Los Angeles.  
 
After his father’s death, Mars took over the family business, Mars, Inc., and officially 
merged his company with it in 1964.  During the course of his career, he also patented a 
line of vending units that used an electronic recognition system instead of the typical 
weight drop mechanism.  
 
He retired from Mars, Inc. in 1993 and started a new candy company, Ethel M. 
Chocolates, which soon had sales in the hundreds of millions.  Ethel M., named for 
Mars’ mother, joined M&M® Inc. and Dove as M&M®/Mars in 2003.  Today brands 
include Dove ice cream bars, Combos, Twix, Kudos and pet food brands Kal Kan and 
Pedigree.  
 
Mars died on July 1, 1999, at the age of 95.  At the time of his death, his estimated net 
worth of $4 billion, according to Forbes magazine, made him one of the richest people 
in the U.S. His sons, Forrest Mars, Jr. and John Mars are now executives with the 
candy company and also said to be worth $4 billion each, along with his daughter, 
Jacqueline Mars Vogel.  Based in Hackettstown, N.J., M&M®/Mars employs 30,000 
people worldwide with sales of more than $20 billion per year.  
 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program" [March 2005]  
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Invention: Optical analysis systems 
Invented by: Ellen Ochoa 
 
Ellen Ochoa's career offers an outstanding example of how invention can lead to 
adventure. Ellen established herself as an innovative engineer and went on to become 
the world's first Hispanic female astronaut. 


 
Ochoa was born in 1958 in Los Angeles, but grew up in La 
Mesa, California.  Throughout her youth, she devoted herself 
to music as well as math and science. When she graduated 
from San Diego State University in 1980 with a B.S. in 
Physics, Ochoa was considering a career as a classical flutist 
or as a woman in business.  But instead, mindful of her 
mother's insistence on the importance of education, Ochoa 
chose to enter graduate school at Stanford University.  
 
When Neil Armstrong first walked on the moon in July 1969, 
Ochoa was 11 years old. The thought never occurred to her 
then that she would become an astronaut.  However, in 
1983, when Ochoa was midway between earning her M.S. 
(1981) and Ph.D. (1985) in Electrical Engineering, Sally Ride 


became the first female U.S. astronaut.  This gave Ochoa the encouragement to aim 
high. Upon gaining her doctorate, she applied to NASA to become an astronaut herself.  
 
At Stanford, Ochoa specialized in designing optical systems that analyze and draw 
conclusions about the objects they "see."  After graduating, she continued this work at 
Sandia National Laboratory in Albuquerque, New Mexico.  Sandia's work for NASA 
includes developing optical, computerized recordings and models of events and 
phenomena in space.  In time, Ochoa, as co-inventor, won patents for three optical 
devices: a system that inspects objects; a system that identifies and can "recognize," 
objects; and a system that minimizes distortion in the images taken of an object.  Later, 
working at NASA's Ames Research Center in Mountain View, California, Ochoa 
branched off into developing computer systems designed for aeronautical expeditions 
and supervised a staff of 35 fellow scientists.  
 
Ochoa's expertise in optics and computer hardware caught NASA's attention.  The 
systems developed by Ochoa had the potential to improve the methods of gathering 
data and assessing of the integrity and safety of equipment.  In 1990, NASA accepted 
her into its astronaut training program and in July 1991, Ochoa became an official U.S. 
astronaut.  
 
Less than two years later, Ochoa flew as a Mission Specialist on a Discovery Space 
Shuttle Mission (STS-56, April 1993).  The next year, she was Payload Commander on 
a follow-up Shuttle Mission (STS-66, November 1994).  On the shuttle expeditions, 
Ochoa conducted studies of the Sun's effect on the Earth's atmosphere and climate and 
deploying satellites, like ATLAS-2 and -3.  Ochoa has participated in an international 
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study of damage to the Earth's ozone layer and was in charge of U.S. Astronaut Office 
Support for the International Space Station project for two years.  She also continues to 
do research and gives presentations to audiences ranging from school children to 
astrophysicists.  
 
Ellen Ochoa has won numerous awards for her success as an engineer, an astronaut 
and a role model by the Hispanic community, aspiring female scientists and anyone 
who believes that excellence will eventually find its recognition and reward. 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program"  
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Invention: Prosthetic Arm  
Invented by: Ivan Yaeger 
 
When Miami native Ivan Yaeger was a youngster, he designed an artificial limb for a 
school science project.  That was just the beginning of what would become a long-term 
commitment to innovation and to helping people with disabilities to lead happier, more 
productive lives.  
 
Yaeger is an entrepreneur and inventor who has won 
numerous awards for science, engineering, leadership, 
entrepreneurship and public speaking.  He graduated in 1988 
from the University of Miami with a degree in Business 
Management and Organization. Soon after graduation, he 
established Yaeger Innovative Products Corporation and 
invented its initial line of products.  He holds a number of 
patents on products including the DeskMaster school desk 
bookstand, the Cassette Lok videocassette childproofing lock 
and the Yaeger Prosthetic Arm, which is his most impressive 
creation to date.  
 
Yaeger designed a pair of artificial arms using off-the-shelf parts for a little girl in Florida 
named Diamond Excell who was born without arms.  Yaeger was responsible for the 
technology and the physical construction of the arms.  He worked with Eugenio R. Silva, 
a prosthetist at Advanced Motion Control in Miami, to build, test and fit the arms. Yaeger 
took some of the design elements directly from his first design, which he patented while 
still in college.  
 
Yaeger aimed to build limbs that would give Diamond the basic functions of her elbow, 
wrist and hand so that she could manipulate and carry objects and eat by herself.  He 
modeled Diamond's hands after her cousin’s hands and covered them with molded latex 
textured to simulate a real hand with fingernails and tone that match Diamond's skin 
color.  The arm was then covered with stocking, a net material, which has padding 
underneath to protect the electronics and cables inside.  
 
Diamond can open the arms' joints by twitching her back muscles and she closes them 
by flexing her chest muscles.  Two sensors mounted on the harness that holds the arms 
to her torso allow her to switch between each joint.  The wrist can turn nearly all the way 
around and the elbows are designed so they swing freely when Diamond walks.  While 
the electronics in the arms may not need to be replaced for four to five years, the arms 
will need to be lengthened periodically as she grows.  While it will take a great deal of 
practice before she masters them, her arms are already enabling Diamond to hug her 
family and friends and do many other things she could never do on her own before.  
 
Next, Yaeger plans to approach manufacturers in the artificial limb industry to develop 
the arms' design so that others like Diamond may also benefit from this magnificent 
invention.  Yaeger currently serves as CEO of The Yaeger Companies, a group of 
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corporations that include Y.I.P. Corporation, The Yaeger Foundation, Inc. and The 
Yaeger Clinic, Inc.  These companies specialize in product development, consulting, 
educational programming and health care.  
 
In addition to his business activities, Mr. Yaeger has served as motivational speaker, a 
University of Miami adjunct professor and as a human resources consultant to several 
large corporations.  As executive director of The Yaeger Foundation, Inc., he created 
The Technology Leaders Initiative for students and educators, which is designed to 
stimulate interest in inventing, technology and entrepreneurship.  Yaeger is also a 
member of the King of Clubs and serves as the Vocational Service Chair of the Rotary 
Club of North Dade, Florida. He also sits on the boards of organizations such as 
College Assistance Program, Academy of Finance and the Magnet Educational Choice 
Association.  
 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program" [September 2001]  
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Invention: THE SLINKY® 
Invented by:  Richard and Betty James 
 
Like Silly Putty, the Slinky® was an accidental by-product of World War II research and 
development efforts that was transformed into an incredibly successful children's toy.  
 
In 1943, engineer Richard James of greater Philadelphia, was working in his home 
laboratory to invent a set of springs that could be used to support sensitive instruments 
on ships to remain stabile in rough seas.  When he accidentally knocked one of his 
springs off of a shelf, James saw that the spring "stepped" in a series of arcs from the 
shelf, to a stack of books, to a tabletop, to the floor, where it re-coiled itself and stood 
upright.  
 
After repeated experiments proved the spring's ability to 
climb down stairs, James' wife, Betty, realized the device's 
potential as a toy.  She also invented a name for the spring, 
the Slinky®.  In 1945, the James' first exhibited their new toy 
at the Gimbels Department Store in downtown Philadelphia. 
 The couple sold 400 Slinkys® in 90 minutes and started the 
sensation that continues to this day.  
 
Richard and Betty founded James Industries, in 
Hollidaysburg, Pennsylvania, to market their product.  Richard invented machines that 
could coil 80 feet of steel wire into a Slinky® in about 10 seconds.  By the time of the 
company’s 50th anniversary in 1995, the company still using the original machines had 
sold over a quarter of a billion Slinkys® all over the world.  
 
In the 1940s, the Navy never took interest in James' springs.  After the Slinkys® 
success as a toy, the company began to find practical uses for the coil.  High school 
teachers have long used them to demonstrate the properties of waves, U.S. troops in 
Vietnam used them as mobile radio antennas and NASA has used them in zero gravity 
physics experiments in the Space Shuttle.  In the 1990’s, from the playroom to the 
classroom, climbing down stairways and floating in space, Richard and Betty James' 
Slinky® continues to educate and entertain.  
 
Source: "Inventor of the Week, by the Lemelson-MIT Program"  
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Invention: Windshield Wipers  
Invented by:  Mary Anderson 
 
In 1903, it rarely occurred to anyone that rain on a moving vehicle's windshield was a 
problem that could be eliminated.  It was something drivers simply accepted and dealt 
with in their own ways, usually by stopping every once in a while and manually scraping 
off the windshield. A young woman named Mary Anderson changed all that with her 
invention of the windshield wiper, an idea that came to her mind as she traveled from 
Alabama to New York City.  
 
Little is known about Mary Anderson, except for the incident that inspired her infamous 
creation.  When Anderson got to New York, the weather was rather sloppy. She saw 
drivers constantly stopping their cars and getting out to remove snow and ice from the 
windshields.  Anderson decided this method could be improved. She began to draw up 
plans for a device that could be activated from inside the car to clear the windshield.  
 
The following year, in 1904, Anderson applied for a patent for a swinging arm with a 
rubber blade.  The device consisted of a lever that could be operated from inside a car 
by the driver.  The lever caused a spring-loaded arm to swing across the windshield and 
then back again to their original position, thus removing droplets of rain or flakes of 
snow from the windshield's surface.  The patent for the device was issued in 1905.  
Similar devices had been created earlier than Anderson's, but hers was the first that 
actually worked.  Additionally, the device could be easily removed if so desired, after 
winter was over.  
 
At the time she applied for her patent, cars were not very popular.  Henry Ford's Model 
A automobile had not been manufactured yet and he would not create his famed Model 
T vehicle until 1908.  Anderson, meanwhile, was teased and laughed at by many people 
because of her idea for the windshield wipers.  Many felt the movement of the 
windshield wipers would distract the drivers.  However, that laughter did not last long.  
By 1913, thousands of Americans were driving their own cars and mechanical 
windshield wipers were standard equipment. Now, a century later, it's almost impossible 
to imagine what drivers would ever do without windshield wipers.  
 
 
Source: "Inventor of the Week, by the Lemelson-MIT Program" [September 2001]  
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Unit 2: Section 2 


Which Business is Right for You? 
"The two most important requirements for major success are: first, being in the right 
place at the right time, and second, doing something about it."  - Ray Kroc, founder of 
McDonald’s 
 


Overview 
Students explore the advantages and disadvantages of buying an existing business, 
starting a new business, opening a franchise business and the different legal forms for 
setting up a business.  


Key Objectives 


Students will be able to: 
 Discuss the advantages and disadvantages of buying an existing business 
 Identify the advantages and disadvantages of starting a new business 
 Evaluate franchise opportunities 
 Describe the principal characteristics of business ownership 


Preparation 
Framework for Learning: 
Gather enough index cards, preferably six different colors, so that each student 


has a total of six different index cards.  Select a color for each of the following 
situations: individual likes, individual dislikes, partner likes, partner dislikes, group 
likes, group dislikes. 


Activity 1: 
Review the advantages and disadvantages of buying a business.  Look in the 


local paper for articles about business purchases. 
Activity 2: 
Review the advantages and disadvantages of owning a franchise.  Research 


local franchises, such as Quizno’s, Chipotle and Heidi’s Brooklyn Deli to add 
flavor to your discussion. 


Activity 3: 
Review the four legal forms of business ownership. 


Enrich the Learning: 
Arrange for a local franchisee to speak to the class.  


Establish the Framework for Learning 


 Have students consider what they enjoy about working on projects 
individually, with a partner or in a group.  Distribute the index cards and 
ask students to label accordingly: Individual Likes, Partner Likes, and 
Group Likes.  Direct students to write down their thoughts on the 
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appropriate card. 
 Have students consider what they dislike about working on projects 


individually, with a partner or in a group.  Distribute the index cards and 
ask students to label accordingly: Individual Dislikes, Partner Dislikes, and 
Group Dislikes.  Direct students to write down their thoughts on the 
appropriate card. 


 Take a few moments to have randomly selected students share their 
thoughts.  Look for commonalities. 


 Conduct a straw poll. Ask students if they are interested in starting a 
business, buying an existing business or operating a franchise.  Ask 
students to share their reasons for their choices.  Tally the results on the 
board. 


Develop the Learning 
 Refer to the results of the straw poll.   


Note: In most cases, more students will have chosen the option of starting their 
own business because it sounds exciting and they may not be aware of the other 
two options.  Suggest that most young entrepreneurs think about starting their 
own business. However, two other viable ways of becoming an entrepreneur 
include purchasing a business and operating a franchise. 


 Ask students to think of reasons why a business owner might want to sell his or 
her business.  List student responses on the board.  
Possible answers: insufficient sales and/or profits, uncertain economic 
conditions, competition, retirement, death of owner or partner, dispute between 
partners, owner’s desire to move on 


 Ask students to think of the ways they might be able to find out if a business is for 
sale.  Possible answers: newspaper ad, friends and family, business brokers, 
people within the same industry, landlords, lawyers, accountants, the local 
Chamber of Commerce 


Activity 1: Pros and Cons of Buying an Existing Business 
 Divide students into small groups.  Direct half of the small groups to brainstorm 


all the advantages of buying an existing business.  Direct the other half of the 
small groups to brainstorm all the disadvantages of buying an existing business. 
Direct students to the Pros and Cons of Buying an Existing Business 
worksheet in their Student Guides and ask groups to fill out the appropriate 
section based on their assignment.  Allow for approximately 10 minutes to 
complete this part of the activity. 


 Bring all of the small groups that were brainstorming the advantages together in 
one large group.   Do the same with the small groups working on the 
disadvantages.  Allow approximately 8 minutes for the small groups to share with 
one another. Instruct the students to reach consensus in their respective larger 
groups regarding the top three advantages or the top three disadvantages.   


 Ask for a spokesperson from the two large groups to share the consensus of the 
group.  Encourage students to write the answers on their worksheets for future 
consideration. 
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 Compare the students’ list of advantages to this list: 
1) Existing customer base, suppliers and procedures  


 Customer loyalty is worth a lot, supplier relationships can 
sometimes make or break a business and working with a set of 
established procedures is often more cost-effective and expedient 
than starting from scratch. 


2) Prior financial recordkeeping provides evidence of sales, expenses 
and profits  


 Financial planning will be easier and forecasting will be more 
reliable than trying to guess with a new business. 


3) The seller may provide training and employees may be willing and 
available to stay with the new owner  


 Finding trained employees is sometimes difficult with a start-up 
company. 


4) The need for a large amount of cash may be minimized if the seller is 
willing to accept a partial down payment and then monthly payments 


 If financing is needed, it may be easier to acquire because the 
business is established versus a brand new business without a 
track record. 


 Compare the list of disadvantages to this list: 
1) The business could be for sale because it is not financially viable 


 Examples: bad sales, loss of profit, not competitive, poor 
location 


2) The business may have a bad reputation with customers or 
suppliers causing issues that impact the operations 


3) There may be a poor record keeping system or no financial record 
keeping system to provide an accurate snapshot of the business 


4) A significant amount of cash is required to purchase the business 
and many entrepreneurs do not have access to large amounts of 
capital 


Discussion 
 Ask students to name some of the national franchises that operate locally.  


Examples: Jiffy Lube, Arby’s, McDonald’s, Quizno’s, Chipotle, Subway, 7-Eleven 
 Ask students to name the top 10 franchises for 2005.   


Discussion: According to Entrepreneur, the Top 10 Franchises for 2005 are: 
1. Subway 
2. Curves 
3. Quizno’s 
4. Jackson Hewlitt Tax Service 
5. The UPS Store 
6. Sonic Drive In 
7. Jani –King 
8. 7-Eleven 
9. Dunkin’ Donuts 
10. RE/MAX International 
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 Define franchise: a legal agreement that gives an individual the right to market a 
company’s products or services in a particular area.  Explain that the person who 
purchases a franchise agreement is known as the franchisee.  The franchisor 
is the person or company who offers the franchise. 


 Explain that there are franchise opportunities in almost every field including food, 
pets, automotives, hospitality, commercial cleaning, etc.  If you decide to 
purchase a franchise you can expect to pay: 


o An initial franchise fee estimating between a couple thousand 
dollars to a few hundred thousand dollars 


o Start-up costs including costs of renting a facility, equipment and 
inventory 


o Royalty fees that are weekly or monthly payments to the franchisor 
and are usually a percentage of the franchise’s income 


o Advertising fees including fees to support local and national 
television, radio, magazine and newspaper ad campaigns 


Activity 2: Advantages and Disadvantages to Owning a Franchise 
 Ask students to pair up and consider the advantages and disadvantages to 


owning a franchise.  Direct them to the Franchise Pluses and Minuses 
worksheet in their Student Guides.  Provide students with this hint: There are 
four main advantages and four main disadvantages! 


 Group three pairs together to create new groups of six students.  Ask students to 
share their responses with one another.  Have each group reach consensus on 
the top two advantages and disadvantages of owning a franchise.  Allow time for 
each group to state their top two advantages and disadvantages.  Encourage 
discussion if there are differences. 


 Compare the students’ list of advantages to this list: 
1) When you buy a franchise you are provided with an established 


product or service, allowing you to compete with large corporations. 
2) Franchisors offer a variety of assistance such as on-site training, tips 


regarding site selection, building design, equipment purchase and daily 
operations. 


3) Costs of equipment and supplies may be reduced since franchises are 
part of a larger corporation that can purchase in large quantities.  Bulk 
purchase savings may be passed on to franchises. 


4) Quality consistency is usually mandated and consumers know that the 
sandwich purchased in Buffalo, New York will taste the same as the 
one they buy in San Diego.  Customers are loyal to the brand. 


 Compare the list of disadvantages to this list: 
1) Because you are buying an established brand, franchises can be 


expensive and your profits may be decreased due to royalty fees. 
2) Being a franchisee means less independence and freedom to make 


decisions and to offer whatever products and services you want.  In 
addition, the prices a franchisee can charge are established by the 
franchisor. 


3) If a franchise in another part of town or even in another state does not 
provide quality service and products, customers may be inclined to 
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think your franchise will also offer poor service.  Franchisees are 
dependent upon one another. 


4) Franchise agreements can be terminated or not renewed by the 
franchisor and then the investment in the franchise is lost. 


Discussion 
 Refer back to your straw poll and ask the question again: “Who is interested in 


starting a business? Buying an existing business?  Operating a franchise?” 
Check to see if the results are the same or different. If different, ask students 
what made them change their answers. 


 Discuss the advantages of starting your own business.  
Possible answers: Entrepreneurs who start their own businesses are completely 
independent and can create their own destinies, make their own decisions about 
location, product mix, services offered, number of employees, prices, etc. 
Entrepreneurs enjoy the taking the risk and receiving the reward! 


 Discuss the disadvantages of starting your own business.   
Possible answers: Decisions are made by one person and can lead to a less 
than positive outcome, difficult to estimate customer demand or no guarantee 
that customers will buy your product or service. 


 Suggest that once you have decided to start you own business, you then must 
decide what type of ownership the business will have.  Explain that there are four 
legal forms of ownership.   


1. Sole proprietorship 
2. Partnership 
3. Corporation 
4. Limited liability corporation 


Comment that there is no right or wrong choice that fits for everyone.  It is 
important to understand how each legal structure works and then to pick the one 
that best fits your needs. 


 Explain that according to the United States Small Business Administration, in 
making a choice, you should take into account the following: 


o Your vision regarding the size and nature of your business. 
o The level of control you wish to have. 
o The level of “structure” you are willing to deal with. 
o The business’ vulnerability to lawsuits. 
o Tax implications of the different ownership structures. 
o Expected profit or loss of the business. 
o Whether or not you need to invest earnings into the business. 
o Your personal need to access cash from the business. 


Activity 3: Forms of Business Ownership 
 Ask students to turn to the Business Ownership worksheets in their Student 


Guides and guide them on how to complete missing information as you discuss 
the different types of business ownership.  Discuss the forms of business 
ownership, listing key points on the board.  Encourage students to take notes.  
The definition, advantages and disadvantages and examples for each form of 
ownership follow.  
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Sole Proprietorship 
Definition:  a business owned and operated by a single individual. 
Advantages:  


o It is the simplest type of ownership because there is no legal 
distinction between the sole proprietor as an individual and as a 
business owner.  


o It is simple and inexpensive to create and operate.   
o All profits and losses of the business are reported directly on the 


owner’s personal income tax return.  
o All decision-making and control remains in the hands of the single 


owner. 
Disadvantages:  


o The primary disadvantage is that the owner is personally 
responsible for all the business liabilities and debts. 


o If the business is unable to meet financial obligations, creditors may 
pursue the personal assets of the owner.   


o The sole proprietor is generally limited to financing the business by 
using his/her own assets and/or borrowing money. 


o The life of the legal structure terminates upon death of owner. 
 


Facts:   
1. The sole proprietorship is the original form of business ownership.  
2. Sole proprietorships are the most widely used form of ownership in 


the United States. 
3. There are 19 million sole proprietorships in the U.S., accounting for 


almost 80 percent of all businesses. (2000 data from U.S. 
Department of Treasury, Internal Revenue Service, Statistics of 
Income Division) 


4. Sole proprietorships dominate several sectors of the economy and 
include sales by door-to-door, other business services, real estate 
agents and brokers, child day care, consulting and research, 
janitorial and related services for buildings and miscellaneous 
personal services.  (2000 data from U.S. Department of Treasury, 
Internal Revenue Service, Statistics of Income Division). 


Example: Diane Kelly starts her own cleaning business called Kelly 
Cleaning Service.  She owns the business by herself, makes all of the 
decisions and gets all of the profits.  One day, Diane is cleaning the 
outside windows of a customer's house when her ladder falls and breaks a 
window in the house next door.  The neighbors said, "Now, we have to 
sue someone, but who do we sue?"  Because Diane is a sole proprietor, 
they sue Diane personally.  Diane is personally liable for any and all 
damages. 


 Partnership 
Definition:  an association of two or more persons who operate a 
business as co-owners by voluntary legal agreement.  (Definition provided 
by the Uniform Partnership Act, which regulates this form of business 
ownership in most states.) 
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Advantages: 
o Partnerships have few legal requirements for formation. 
o Partnerships are able to pool the financial, professional and 


managerial talents and resources of two or more individuals. 
o The partnership is financed through the capital contributions of the 


partners and by borrowing money based on the partners’ individual 
financial situation. 


o The profits and losses of the business are reported annually on 
federal and state partnership returns. 


o Partners are individually responsible for the taxes on their personal 
income tax returns. 


o Profits may be divided among the partners according to the signed 
partnership agreement. 


Disadvantages: 
o The partners are personally liable for all business debts. 
o Even if the partnership agreement specifies a defined split in 


profits, each partner is 100 percent responsible for all liabilities and 
debts. 


o The life of the legal structure terminates upon death of a partner. 
Facts:  


1. Partnerships account for the fewest businesses in the United 
States.  


2. There are 1.2 million partnerships in the U.S., accounting for about 
6 percent of all businesses.  (2000 data from U.S. Department of 
Treasury, Internal Revenue Service, Statistics of Income Division). 


3. Partnerships are the traditional form of ownership for professionals 
offering a service, such as doctors, lawyers and dentists.   


Example: Diane Kelly decides to start a cleaning business with a 
partner, Susan Brown.  Diane and Susan formed a partnership and they 
called their business, Precision Cleaning Service.  Diane and Susan own 
the business jointly, make decisions together and spilt the profits. 


 
Diane was cleaning the outside windows of a customer's house when her 
ladder fell over and broke the neighbor’s window.  Only this time, when the 
neighbors thought about suing, they now had three choices.  They could 
sue Diane, they could sue Susan or they could sue both.  When it comes 
to running a partnership, every partner in the business is personally liable, 
not only for what they do, but for what every other person in the business 
does as well. 


Corporation 
Definition: a legal organization whose assets and liabilities are separate 
from those of its owners. 
Advantages: 


o A corporation is a legal entity separate from the owners. 
o It is like an individual with a life of its own. 
o A corporation is financed through the sale of stock. 
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o The owners of the corporation are the shareholders.  The 
shareholders elect a board of directors to oversee the major policy 
decisions. 


o Since a corporation has the legal rights of a person, the 
corporation, not the owners, pays taxes, enters into contracts and 
may be held liable for negligence.  


o The corporation has a life of its own and does not dissolve when 
ownership changes or someone dies. 


Disadvantages 
o The process of incorporation requires more time and money than 


other forms of organizations. 
o A corporation can only be formed with the approval of the 


appropriate government agency.   
o Corporate profits may be subject to double taxation.  A corporation 


must pay tax on income as a separate legal entity.  If profits are 
distributed to shareholders, they are also subject to taxation as part 
of the individual shareholder’s income. 


Facts:  
1. Corporations are the second most common form of business 


ownership in the United States. 
2. There are 4.3 million corporations in the U.S. accounting for 


approximately 21% percent of all businesses.  (2000 data from U.S. 
Department of Treasury, Internal Revenue Service, Statistics of 
Income Division). 


3. From the sale of stock, corporations can acquire large amounts of 
money needed for business beyond the scope of most 
proprietorships or partnerships. 


4. The oldest corporation in the United States and North America is 
the President and Fellows of Harvard College, also known as the 
Harvard Corporation, chartered in 1650. 


Example:   Diane wants to start a cleaning company, but she wants to 
protect her own personal property.  She decided to form a corporation and 
bought stock in the corporation.  Diane owns stock in Precision Cleaning 
Company along with other stockholders.  Together the stockholders make 
decisions about the business and split the profits based upon how much 
stock they own.  
Diane goes to work cleaning the outside windows of a customer's house, 
when the ladder falls over and breaks a window in the house next door.  
This time when the neighbors consider whom to sue, the neighbor realizes 
that Diane has now formed a corporation and has protected her personal 
property.  The neighbor can only sue the corporation for what it owes and 
cannot seize what Diane personally owns to pay for the damages. 
 


Limited Liability Company (LLC) 
Definition: a business structure that is a hybrid of a partnership and a 
corporation. 
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Advantages: 
o An LLC combines the concepts of partnerships for tax purposes 


and corporations for liability purposes. 
o In an LLC, the owners are called members.  The members may 


elect or hire a manager(s) to run the business or they can elect 
themselves to be the manager(s). 


o Members are protected from personal liability in the same way as 
corporation shareholders. 


o The IRS has determined that LLCs may elect to be treated as 
partnerships or corporations for income tax purposes. 


o Members can split profits and losses any way they wish. 
Disadvantages: 


o LLCs are more expensive to create than partnerships or sole 
proprietorships. 


o Corporations can live forever, whereas an LLC is dissolved when a 
member dies or undergoes bankruptcy. 


o LLCs are a recognized legal structure in all states.  However, tax 
and liability treatment of an LLC is not uniform across state lines. 


Facts:  
1. LLCs are gaining popularity because it allows owners to take 


advantage of the benefits of both the corporation and 
partnership forms of business.   


2. The duration of the LLC is usually determined when the papers 
are filed.  The time limit can be continued if desired by a vote of 
the members at expiration. 


Example:  Diane and Susan want to start a cleaning company, but they 
want to protect their own personal property.  They decide to form an LLC. 
Diane and Susan are the only two members of the company.  
Susan goes to work cleaning the outside windows of a customer's house, 
when the ladder falls over and breaks a window in the house next door.  
This time when the neighbors consider whom to sue, the neighbor 
discovers that Susan and Diane have formed an LLC and have protected 
their personal property. The neighbor can only sue the company for what it 
owes and not what Susan and Diane own personally to pay for the 
damages. 


 Review the students’ Business Ownership worksheets to make sure students 
understand the differences between each form of ownership. 


 Conduct a straw poll and ask students how many of them are considering a sole 
proprietorship? A partnership? A corporation? An LLC? 


Summarize the Learning 
 Emphasize that entrepreneurs can start their own businesses, buy an existing 


business or own a franchise.  Students should select the option that best suits 
their individual styles, needs and dreams. 


 Encourage students to give careful consideration to the legal form of ownership 
as they decide which best suits their business venture.  Remind them that their 
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initial choice of a business form does not have to be permanent.  They can start 
out as sole proprietorships or partnerships, and later, if their business grows or 
risks of personal liability increase, they can convert their businesses to a 
corporation or an LLC.   


Enrich the Learning 
 Evaluate a Franchise.  Assign students the task of researching and evaluating a 


franchise opportunity.  Direct students to the Franchise Opportunity worksheet 
in their Student Guides.  Assign a completion deadline. 


 
 Business Ownership.  Have students act as consultants as they read one or 


more business scenarios and determine which form of business ownership would 
best meet the needs of the business owner.  Students should complete the 
Which Form of Business Ownership? worksheet in their Student Guides. 
Assign a completion deadline. 


 
 Interview a Franchisee.  Encourage students to select a local franchise and set 


up an interview with the franchisee.  Direct students to the Interview with a 
Franchisee worksheet in their Student Guides.  Students could either prepare a 
5-minute verbal presentation or turn in a completed worksheet. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles pertaining to franchises or 
business ownership issues. 


 
 Entrepreneurial Journal/Envelope.   Remind students that you will randomly 


check their journal/envelopes sometime in the next few days. 
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Activity 3 - Business Ownership - Key 
 


Instructions:  Help Samantha Sour choose a form of business ownership by completing the table.  
Answer each question as it applies to each from of business ownership by placing your answer in the 
advantage or disadvantage column.  In some instances you may have answers in both the advantage and 
disadvantage columns. 
 


 Sole Proprietorship 
  


 


Luscious Lemonade 
(Samantha Sour owns and operates the business herself) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


Samantha can do 
whatever she wants 


Samantha has no one to help 
her with hard decisions 


Who is liable? 
 
 


 Samantha’ s liability is 
unlimited 


How hard is it to organize? 
 
 


Simple and inexpensive  


Where does the money to 
start the business come 
from? 
 


 Samantha’s savings, credit 
card, personal loan 


How are the profits 
distributed? 
 
 
 


Samantha receives all 
 


 


What happens if the 
business loses money? 
 
 


 Samantha is personally liable 
for all financial obligations of 
the business 


What is the life span of the 
legal structure? 
 
 


 Terminates when Samantha 
dies 
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 General Partnership 
  


 


Sour & Sweet Lemonade 
(Samantha Sour and a partner, Susan Sweet, run and 


operate the business together) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


Samantha and Susan; 
they can put their heads 
together 


Samantha and Susan; both 
have to agree 


Who is liable? 
 
 
 
 


Samantha and Susan 
 


How hard is it to organize? 
 
 


Relatively easy if both 
Samantha and Susan 
agree 


If Samantha and Susan 
disagree, process can be 
difficult 


Where does the money to 
start the business come 
from? 
 
 


Usually would come from 
both partners unless 
partnership agreement 
stipulates otherwise 


 


How are the profits 
distributed? 
 
 
 


Samantha and Susan 
share profits according to 
partnership agreement; 
could be 50/50 or 70/30, 
etc. 
 


 


What happens if the 
business loses money? 
 
 
 


 Samantha and Susan are 
each personally liable for the 
financial obligations of the 
business 


What is the life span of the 
legal structure? 
 
 
 


 Terminates on death of either 
Samantha or Susan 
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 Corporation 
  


 


Luscious Lemonade 
(Samantha Sour, sells stock in her business and hires 


employees to assist with business operations) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


The stockholders own the 
business and elect a 
board of directors to make 
decisions 


 


Who is liable? 
 
 
 
 


Luscious Lemonade 


Samantha and/or 
individual stock holders 
are not personally liable 


 


How hard is it to organize? 
 
 


 More expensive to create 
than sole proprietorship or 
partnership; lots of paper 
work 


Where does the money to 
start the business come 
from? 
 
 
 


Ownership is sold as 
shares of stock 


 


How are the profits 
distributed? 
 
 
 


Earnings are paid to 
stockholders as dividends 
in proportion to the 
number of shares owned 
 


 


What happens if the 
business loses money? 
 
 
 


Generally, shareholders 
can only be held 
accountable for their 
investment in the company


 


What is the life span of the 
legal structure? 


Unlimited  
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 Limited Liability Company 
  


 


 Sweet & Sour Lemonade 
(Samantha Sour, Susan Sweet and Sam Slush join 


together as members in the company) 


  Advantage  Disadvantage 


Who owns the business 
and makes the decisions? 
 
 


The members 
 


Who is liable? 
 
 
 
 


Sweet and Sour 
Lemonade 


Samantha, Susan and 
Sam are not personally 
liable 


 


How hard is it to organize? 
 
 


 More expensive to create 
than partnership or sole 
proprietorship 


Where does the money to 
start the business come 
from? 
 
 
 


Usually would come 
equally from members 
unless agreement 
stipulates otherwise 


 


How are the profits 
distributed? 
 
 
 


Members receive profits 
according to agreement 
 


 


What happens if the 
business loses money? 
 
 
 


Members are not 
personally liable 


 


What is the life span of the 
legal structure? 


Determined at time when 
papers are filed 


Terminates when a member 
dies or undergoes bankruptcy
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Unit 2: Section 3 


Cost of Operating a Business 
“People will buy anything that is one to a customer.”  - Sinclair Lewis, writer, first 
American to win the Nobel Prize for Literature 
 


Overview 
Students identify the various costs of doing business and discover how different types of 
costs impact the prices entrepreneurs charge for their products or services. 


Key Objectives 


Students will be able to: 
 Differentiate between fixed and variable costs 
 Explain the concept of marginal benefit and marginal cost 
 Understand opportunity cost 
 Calculate gross profit including variable costs 


Preparation 
Framework for Learning: 
Gather a set of white index cards and a set of blue index cards so that each 


student can use one card from each set. 
Activity 2: 
Purchase and bring to class the ingredients to make a ham and Swiss cheese 


sandwich including a loaf of bread, package of deli meat, package of Swiss 
cheese, one tomato, one onion, one head of lettuce, a jar of mustard and a jar of 
pickle chips.  Be sure to bring in the receipt for these items. 


Activity 3: 
Review the scenarios outlined in Tough Decisions in advance.  


Establish the Framework for Learning 


 Distribute one white and one blue index card to each student.  Have students list 
three costs/expenses that they consider are fixed costs in their lives on the white 
index card. Possible answers: Cell phone usage, car insurance, Internet  
Then ask students to list three costs or expenses that they consider variable 
costs in their lives on the blue index card.  Possible answers: gasoline, 
entertainment, lunch money, clothes, magazines and jewelry 


 Ask students the main reason an entrepreneur is in business.  Answer: An 
entrepreneur is in business to make a profit.  Profit is the payment an 
entrepreneur receives in return for the productive resources he/she puts into the 
business.  To realize a profit, the price an entrepreneur sets for his/her products 
or services must be high enough to cover all the costs of operating the business. 
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Develop the Learning 
Discussion 


 Define fixed costs: costs that must be paid regardless of how much a product or 
service is produced.  Sometimes they are called “sunk costs” because at the 
present time they are beyond the control of the entrepreneur. 


 Define variable costs: costs that go up and down depending upon the quantity 
of the product or service produced.  Entrepreneurs have immediate control over 
variable costs. 


 Tell students that a small banner sign shop rents space in a strip mall for $800 a 
month.  Ask students what happens during a month when the business does not 
receive any orders. Answer: The banner shop must still pay the $800 for rent. 


 Remind students they previously studied the economics of one unit of sale 
(EOU).  Ask students to list the possible ways to define the unit of sale. Answers: 


o Manufacturing: One order of any quantity 
o Wholesale: A dozen of one item (e.g., 12 water bottles) 
o Retail: One unit or item (e.g., one water bottle) 
o Service:  One hour of service time or a standard block of time devoted to a 


task (e.g., one hour of pet-sitting) 
o Combination:  A combination of different items expressed as the average 


sale per customer minus the average cost of goods sold per customer 
(e.g., restaurant meals) 


 As review, write the economics of one unit equation on the board. 
Total Revenue – Total Cost of Goods Sold = Total Gross Profit 
Emphasize that the economics of one unit of sale provides a snapshot of the 
whole business.  If one unit of sale is profitable, then your whole business can 
also be profitable.  On the other hand, if one unit of sale is not profitable, then no 
matter how many units you sell, your business will never be profitable. 


 Suggest to students that variable costs change with sales.  They occur in two 
sub-categories: 


1. Cost of goods sold (COGS) or cost of services sold (COSS) are the 
costs associated specifically with each unit of sale.  These costs include: 


o The cost of materials used to make the product or to deliver the 
service 


o The cost of labor used to make the product or deliver the service 
2. Other variable costs including: 


o Commissions to pay salespeople 
o Shipping and handling charges 


Activity 1: Calculating Gross Profit per Unit 
 Explain that once you know your variable costs per unit of sale, you can calculate 


your gross profit per unit of sale by subtracting the cost of goods sold (COGS) 
and other variable costs per unit from your selling price per unit. 
Selling Price – Cost of Goods Sold – Other Variable Costs = Gross Profit 


 Have students work in pairs to complete the Calculating EOU with Variable 
Costs worksheet in their Student Guides.  Review the students’ calculations for 
accuracy and understanding. 
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Activity 2: Ham on Rye, Hold the Mayo (Adapted from: The National Foundation for 
Teaching Entrepreneurship) 


 Explain to students that you have decided to open a sandwich cart in the 
teachers’ lounge and you need their help to determine whether or not your 
business will be profitable. 


 Ask your students to turn to the Ham on Rye, Hold the Mayo worksheet in their 
Student Guides so that they can figure out the EOU as you make the sandwich! 


 Ask students how much they think you should charge for your sandwiches.  Have 
students write the price you decide upon on the Selling Price per Unit space on 
their worksheet. 


 Share the grocery store receipt with students so they are working with actual 
prices of the ingredients purchased.  Walk students through dividing the bulk 
ingredients into ingredients-per-sandwich and the associated costs.  An example 
of a completed EOU follows this lesson.  Remember, actual costs may vary due 
to the grocery store prices. 


 Ask students how much you should pay yourself per hour in your new business. 
Select one student to act as timekeeper to keep track of how long it takes you to 
make a ham and Swiss on rye sandwich.   


 Calculate the Total Cost of Goods Sold per Unit. 
 Ask your students to list the variable costs involved in selling a sandwich.  For 


this activity, include paper napkin, paper wrapping and a plastic bag.  Refer to 
your example for the prices.  Walk students through dividing the bulk paper 
goods into per-sandwich numbers. 


 Calculate the Total Other Variable Costs per Unit.  Direct students to add the 
Total Cost of Goods Sold per Unit and the Total Other Variable Costs per Unit to 
determine the Total Variable Costs per Unit.  Now, determine the Gross Profit per 
Unit. 


 Ask students if your new sandwich business is going to be profitable or not. 
Discussion 


 Explain that fixed costs remain the same whether you sell a lot of units or only a 
few.  For example, fixed costs such as rent, equipment leases, salaries and 
insurance cost the same amount each month regardless of how many units you 
sell. 


 Suggest that another term for fixed costs is “overhead.”  The term overhead 
refers to literally keeping a roof over your head.  Ask students why fixed costs are 
not included in COGS or COSS.  Answer: Because they are not direct costs 
incurred while creating the product or delivering the service. 
Ask students why fixed costs are not included in other variable costs.   
Answer: Because they do not vary with the number of sales made. 


 Explain that The National Foundation for Teaching Entrepreneurship suggests 
that an easy way to remember the seven common fixed costs is USAIIRD: 


Utilities (gas, electric, telephone, Internet service) 
Salaries 
Advertising 
Insurance 
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Interest 
Rent 
Depreciation 


 Review the seven common fixed costs.  Suggest that depreciation is a method 
used to save the money that will be needed to replace expensive pieces of 
equipment.  For example, you decide to purchase a computer for your business 
for $2,000 and you do not plan to replace your computer for five years.  To make 
sure that you have $2000 in five years to replace the computer, you should save 
$400 a year for five years ($2000 ÷ 5 years = 400).  Saving $400 a year to cover 
depreciation is a cost of operating your business.  Depreciation spreads the cost 
of expensive items over the period of time during which you actually use them. 


 Ask students to consider which business might be less risky. Would the business 
with high variable costs and low fixed costs or the business with low variable 
costs and high fixed costs be less risky?  Have students explain their answers.  
Emphasize that a business with many fixed costs is a higher risk because the 
fixed costs must be paid even when there are no sales. 


Activity 3: Additional Costs  
 Introduce the concepts of marginal benefit and marginal cost: marginal benefit 


measures the advantages of producing one more unit while marginal cost 
measures the disadvantages of producing one more unit.  As long as the 
marginal benefit of an activity exceeds the marginal cost, people are better off 
doing more of it. When the marginal cost exceeds the marginal benefit, they are 
better off doing less of it. 


 Ask students to define the term opportunity cost.   
Answer: The cost of choosing one opportunity or investment over another or the 
value of what must be given up in order to obtain something else.   
Explain that the opportunity cost of one choice or decision is always the 
alternative that was not chosen. 


 Direct students to the Tough Decisions worksheet in their Student Guides.  
Students may work individually or in pairs to complete the activity.  Have 
students read each scenario and answer the questions. 


 Ask students to share their responses as you reinforce the learning and check for 
understanding of the concepts of marginal benefit, marginal cost and opportunity 
cost. 


Summarize the Learning 
 To illustrate the cost of operating a business, write the following equations on the 


board: 
o Price per unit of sale x Number of units of sale sold = Revenue 
o Revenue – Cost of goods/services sold – Variable costs = Gross 


profit – Fixed costs = Net Profit 


Enrich the Learning 
 Calculating Profit.  Assign students the Ham on Rye Sub Sandwich  


worksheet in their Student Guides for completion. 
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 Fixed versus Variable Costs.  Ask students to select a business that they are 


interested in starting.  Have students estimate the business’ fixed and variable 
costs.  Remind students to use UASIIRD categories.  For additional credit, ask 
students to suggest creative ways of lowering their fixed costs. 


 
 Opportunity Cost.  Assign students a one-page paper that outlines an 


opportunity cost that they are considering.  For example, if a student decides to 
open a small business that takes up most of his/her weekend, he/she may be 
giving up the opportunity to have a $7/hour job at a local discount store.  
Students should outline the benefits of the two opportunities and explain their 
choice. 


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles that discuss fixed or variable 
costs. 


 
 Entrepreneurial Journal/Envelope.  Remind students that you will randomly 


check their journal/envelopes in the next few days. 
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Activity 1 - Calculating EOU with Variable Costs - Key 
 
Directions: Complete the calculations for each business. 
 
For the Birds handcrafts and sells birdhouses.  Each birdhouse sells for $30.  For the 
Birds uses $6 worth of wood, screws and paint for each birdhouse.  The birdhouse 
builder values her time at $7 per hour and can build a birdhouse in one hour.  For the 
Birds’ cost of goods sold per unit is $13. 
 
For the Birds packages every birdhouse at the cost of $1 per birdhouse. 
 
Complete the EOU analysis to determine For the Birds’ gross profit per Unit:  
 


ECONOMICS OF ONE UNIT (EOU) 
Manufacturing Business: unit = 1 birdhouse                     Date: 
Selling Price per Unit:  $30.00
       Supplies/Materials:             $6.00  
       Direct Labor ($7 x 1 hour) $7.00  
     Cost of Good Sold per Unit: $13.00  $13.00 
       Packaging: $1.00    $1.00 
Total Variable Costs per Unit: $14. 00                   


$14.00 
Gross Profit per Unit:  $16.00


 
Use the EOU to estimate For the Birds’ Total Gross Profit: 
Gross Profit per Birdhouse x Number of Units Sold = Total Gross Profit 
     $16.00 per birdhouse                  x              10 units sold        = $160.00 
     $16.00 per birdhouse                  x              20 units sold        = $320.00 
 
Crazy Caps sells a variety of baseball-style caps.  Each cap sells for $15 and the unit of 
sale is one cap.  Crazy Caps pays a wholesaler $48 per dozen caps.   
Crazy Caps’ cost of goods sold is $4. 
 
Crazy Caps pays a 15% commission to several teens who sell the caps at high school 
sporting events.  The commission is $2.25 per cap. 
 
Complete the EOU analysis to determine Crazy Caps’ gross profit per Unit: 
 


ECONOMICS OF ONE UNIT (EOU) 
Retail Business: unit = 1 cap                                                  Date: 
Selling Price per Unit:  $15.00
       Cost Goods Sold: $4.00  
       Other Variable Costs: $2.25  
Total Variable Costs per Unit: $6.25 $6.25
Gross Profit per Unit:  $8.75


Use the EOU to estimate Crazy Caps’ Total Gross Profit: 
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Gross Profit per Cap x Number of Units Sold = Total Gross Profit 
     $8.75 per cap                 x             10 units sold         =  $87.50 
     $8.75 per cap                 x             20 units sold       =  $175.00 
 
 
A Picture’s Worth is a one-person service that provides illustrations for children’s’ 
books.  The illustrator sells his labor to draw illustrations and also uses materials such 
as paint, brushes and paper.  The illustrator values his time at $10 per hour.  It takes 
about 12 hours to complete an average assignment.  He uses $5 of paper, paint and 
brushes per assignment.  A Picture’s Worth’s cost of services sold per unit is $125.00. 
 
A Picture’s Worth pays a 10% commission to his colleagues who refer assignments to 
him.  The commission is $12.50 per assignment. 
 
A Picture’s Worth charges $220 for an average assignment. 
 
Complete the EOU analysis to determine A Picture’s Worth’s Gross Profit per Unit: 
 


ECONOMICS OF ONE UNIT (EOU) 
Service Business: unit = 1 assignment                        Date: 
Selling Price per Unit:  $220.00
        Paint, Paper, Brushes: $5.00  
        Direct Labor ($10 x 12 hours): $120.00  
    Cost of Services Sold per Unit: $125.00 $125.00 
     Other Variable Costs:   $12.50 
Total Variable Costs per Unit: $137.50               


$137.50 
Gross Profit per Unit:  $82.50


 
 
Use the EOU to estimate A Picture’s Worth’s Total Gross Profit: 
Gross Profit per Assignment x Number of Units Sold = Total Gross Profit 
     $82.50 per assignment                 x             10 units sold         = $825.00 
     $82.50 per assignment                 x              20 units sold     = $1,650.00 
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Activity 2 - Ham on Rye, Hold the Mayo - Key 
Directions: Complete the worksheet as you and your fellow students help your teacher determine whether or not his/her sandwich business is going 
to be profitable. 


 
Is the sandwich business profitable?  Yes 


ECONOMICS OF ONE UNIT 
Retail Business: unit = 1 ham and Swiss on rye sandwich                                                    Date:  October 10, 20XX 
Selling Price per Unit: $5.25 
Cost of Goods Sold Price Units Quantity Used Cost Each   
   Ham  (4 oz.): $2.80 Per pound 1/4 lb. $0.70   
   Rye Bread (2 slices): $1.89 Per loaf (20) 1/10 loaf $0.19   
   Swiss Cheese (2 slices) $2.29 Per pound 


(24)  
1/12 lb. $0.19   


   Mustard (1 oz.) $1.60 Per 32 oz. jar 1/32 jar $0.05   
    Lettuce (1 oz.) $0.89 Per pound 1/16 lb. $0.06   
   Tomato (¼) $1.28 Each 1/4 each $0.32   
    Pickles (3) $0.08 Each 3 pickles $0.24   
    Direct Labor (6 min.) $6.50 Per hour 1/10 hour $0.65   
Total Cost of Goods Sold per Unit:                                                                $2.40                     $2.40  
       
Other Variable Costs       
   Napkin: $2.75 Per 100-pack 1/100 pack $0.03   
   Paper Wrapping: $0.20 Per foot 2 feet $0.40   
   Plastic Bag $5.00 Per roll (100) 1/100 roll $0.05   
Total Other Variable Costs per Unit: $0.48 $0.48  
  
Total Variable Costs per Unit: $2.88 $2.88 
  
Gross Profit per Unit: 


 
$2.37 
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Unit 2: Section 4 


The Mystery of Marketing 
“There is more similarity in the marketing challenge of selling a precious painting by 
Degas and a frosted mug of root beer than you ever thought possible.”  - A. Alfred 
Taubman, a Michigan shopping-mall magnate 
 


Overview 
Students explore basic marketing concepts including marketing mix, branding, target 
markets and basic market research. 


Key Objectives 


Students will be able to: 
 Describe the 4 P’s of marketing 
 Consider the benefits versus the features of products and services 
 Define target markets 
 Recognize the power of branding 
 Understand the importance of asking questions and obtaining feedback 


Preparation 
Activity 1: 
Review the What’s the Benefit? worksheet. Be prepared to facilitate the activity. 


Activity 2: 
Review the Name That Brand answer sheet that follows this lesson.  Gather a 


few prizes to distribute to the winning team. 
Review the Slogan Game and add or delete according to your audience. 
If you want to turn the Slogan Game into a competitive activity, gather team 


prizes accordingly. 
Assemble an assortment of parts that can be used to create new products, which 


can be a variety of items found in an office, kitchen, toy box or workshop. The 
items can include wooden dowels, large binder clips, plastic silverware, empty 
paper towel tubes, LEGO parts, plastic wheels, etc. You will also need one 
brown paper lunch sack for each team of four students. Select four to six different 
items and place them in a lunch sack.  Repeat the process until you have one 
sack for each team of four students.  You will also need one roll of masking tape 
or duct tape for each team.  Gather four for each of the following prizes: gold 
medal winners receive a small bag of gold foil-covered chocolate coins and 
second place winners receive a “Cool Grand, which is a ”frozen “100 Grand” 
chocolate bar.   


Enrich the Learning: 
Preview the film, Tucker: The Man and His Dream (rated PG). 
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Establish the Framework for Learning 


 Ask students to think back over the past two days and list three examples of how 
companies have tried to market to them.  Students should then identify which 
efforts were effective and which were not.  Have students share one or more of 
their examples with the class. 


 Have students conduct a quick visual survey of their classmates to determine if 
anyone is “a walking advertisement” for a company.  Discussion: Students who 
are wearing clothing items that are branded with company logos are actually 
marketing the company’s products for free! 


Develop the Learning 
Discussion 


 Ask students to define marketing.  Definition: Marketing is everything a business 
does to come to the marketplace and exchange goods and services for money.  
Marketing is satisfying the customer at a profit.  Marketing is the business 
function that identifies customer needs and responds to them.  Marketing 
represents the creative part of a business.  It is a process for managing a 
company’s assets in order to identify markets and meet customer needs. 


 Write Charles Revson’s, founder of Revlon cosmetics, famous quote on the 
board: “In the factory we make cosmetics; in the drugstore we sell hope.”  Ask 
students to explain what Revson meant by his statement.  Discussion: Marketing 
explains the benefits of a product.  Customers do not buy features; customers 
buy benefits.  Revlon markets the benefits of the cosmetics by providing 
younger looking skin, sexy eyelashes, etc. 


Activity 1: What’s the Benefit? 
 Have students select a partner.  Direct student-pairs to the What’s the Benefit? 


worksheet in their Student Guides.  Allow approximately 10 minutes for students 
to brainstorm product benefits and complete the activity.  Have students share 
their ideas.  Check for understanding of the difference between a benefit and a 
feature. 


Discussion  
 Ask students to explain the difference between mass markets and niche 


markets. Then, ask students to identify examples of both.  Suggest that mass 
marketing is only suitable when a product appeals to all customers for the same 
reason and offers the same benefits as the competition. 


 Introduce target market. Definition: individuals or companies that are interested 
in a particular product or service and are willing and able to pay for it. 


 Ask students to explain the term brand. State that the American Marketing 
Association (AMA) defines a brand as a “name, term, design, symbol or any 
other feature that identifies one seller’s good or service as distinct from those of 
other sellers.  The legal term for brand is trademark.  A brand may identify one 
item, a family of items or all items of that seller.  If used for the firm as a whole, 
the preferred term is trade name.” 


 Explain that branding is not about getting your target market to choose you over 
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the competition, branding is about getting your potential customers to see you as 
the only one that provides a solution to their problem.  A good brand can achieve 
four objectives: 


1. Deliver your message clearly 
2. Confirm your credibility 
3. Motivate the buyer 
4. Solidify customer loyalty 


Activity 2: Name That Brand/Slogan 
 Ask students to define logo.  Discussion: The American Marketing Association 


(AMA) defines a logo as “A graphic design that is used as a continuing symbol 
for a company, organization or brand.  It is often in the form of an adaptation of 
the company name or brand name or used in conjunction with the name.” 


 Divide students into teams of four or five students.  Explain that teams will have a 
maximum of 8 minutes to identify the product and brand represented by the 15  
logos or ad icons displayed on the three Name That Brand pages in their 
Student Guides. Explain that the team that finishes first and has the most 
brands identified correctly will win a prize.  Set the timer for 10 minutes and let 
students begin! 


 Determine the winning team and distribute prizes.  Review the correct answers.  
Engage students in a discussion of the effectiveness of the logos. Were the logos 
easily recognizable? 


 Ask students to define slogan.  Discussion: The American Marketing Association 
(AMA) defines a slogan as “The verbal or written portion of an advertising 
message that summarizes the main idea in a few memorable words. It is 
sometimes called a tag line.” 


 Explain that students are going to play the Slogan Game.  Keep the same teams 
or create new teams.  Identify each team with a unique number.  Explain the 
rules:   
1. Teams should appoint a spokesperson that will be the only one who can give 


the answer.  Everyone can participate in determining the answer, but only the 
spokesperson will be called upon. 


2. You will read a slogan to the first group. 
3. Team members may confer quietly.  When the team is ready, only the 


spokesperson may give the answer.  If someone other than the spokesperson 
shouts out the answer, the team loses that turn. 


4. If the team has the correct answer, they get 5 points.  If the team does not 
have a correct answer, the question goes to the next team.  You will NOT 
repeat the question.  Every team should be listening when you first ask the 
question.  If the second team answers correctly, they get 3 points.  If the 
second team does not know the answer, it goes to the third team and so on. 


5. If none of the teams can provide the correct answer, you will reveal the 
answer.  Then, ask the next question to the following team. 


Continue with as many rounds as possible.  Tally the team scores and award 
prizes accordingly. 
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Discussion 
 Ask students if they can figure out the key to building a brand based on their 


ability to correctly identify the variety of logos and slogans.  Discussion: To 
succeed in branding you must understand the needs and wants of your 
customers and prospects. 


 Direct students to the Build a Brand page in their Student Guides.  Review the 
steps listed for building a brand. 


 Explain to students that marketing also refers to a company’s plan for bringing 
the product or service to its target market.  There are 4 P’s of Marketing. 


o Product: create the product people want 
o Price: offer the product at a price people will pay 
o Place: deliver or sell the product in a way that appeals to people 
o Promotion: promote the product so everyone knows about it 


 Have students refer back to the Name That Brand worksheet in their Student 
Guides. As a class, select one brand and discuss the brand’s current product, 
price, place and promotion. 


Activity 3: Putting It All Together (Adapted from: Invention Marketing Exercise, LoAnn 
Ayers, Washington State University) 


 Explain to students the two important perspectives to consider when you 
examine the product-to-market process.  One perspective is the point of view of 
the inventor or manufacturer and the other is the perspective of the marketing 
group. 


 Assign students to teams of four.  Two students will be the inventors and two 
students will be the marketing consultants.  They may self-select their roles.  
Direct students to the Putting It All Together worksheet in their Student Guides 
so they can follow along as you explain the activity. 


 Explain the process: 
1. The inventors will have 5 minutes to create a product from the company’s 


creation station, which is the table with the filled lunch sacks. They will 
select one of the sealed bags, bring it back to the team’s table, empty the 
bag and create a product using only the contents of the bag and a limited 
amount of “product adaptation” material, which is the masking or duct 
tape. 


2. As the inventors are creating the product, the marketing consultants may 
observe and take notes but may NOT speak.   


3. The inventors must define the following: 
o What is the product? 
o What are the important features of the product? 


4. At the end of the inventors’ time, the marketing consultants will have 5 
minutes to draft an initial marketing strategy including: 


o Target market (business or consumer) 
o Primary characteristics of target market (age, gender, etc.) 
o The 4 P’s  


Product: Name of the product and unique benefits 
Price: All raw materials and production costs total $5 for 


initial quantity. Determine pricing strategy and sales per unit. 







Entrepreneurship: Starting a Business 2.4 The Mystery of Marketing Page 76
 


Place: Determine if there are any special packaging and 
shipping requirements.  Will the product be sold to 
distributors, over the Internet or directly through retail? 


Promotion: Describe how you will get the attention of your 
target market, demonstrate benefits and convert interest into 
sales. 


5. Each team will make a 4-minute presentation to the class that will serve as 
the Board of Directors. The Board will select the top two inventions to be 
marketed this year using a secret ballot process.   


6. As President of the Board, you will tabulate the votes and distribute the 
gold medal and second place awards. Awards: Gold medal winners 
receive a small bag of gold foil-covered chocolate coins and second place 
winners receive a “Cool Grand, which is a ” frozen “100 Grand” bar.   


Discussion 
 Ask the inventors, “What was the most important thing you were thinking about 


as you designed the product?” 
 Ask the marketing consultants, “Is there something you wish you could have said 


to the inventors as they developed their product?  What were some of the key 
pieces of information about the market that you were missing in developing your 
initial marketing strategies?” 


 Ask students, “What is similar or different about perspectives of the inventors 
versus the marketing consultants?” 


 Explain that people who create products often focus more on improving the 
design, enhancing technical qualities, etc. which may or may not be important to 
the target customers.  Inventors are product feature focused.  Successful product 
introduction matches product attributes to the benefits desired by the market. 


 Suggest that marketers are benefit focused.  They design their market strategy, 
the 4 P’s, to gain customer acceptance and sales.  The more intimately they 
know their target market, the better the match and the steeper the sales curve. 


Summarize the Learning 


 Emphasize that marketing is satisfying the customer’s need at a profit.  
Understanding your customers, being customer-focused, concentrating on the 
product’s benefits versus the features, building your brand and paying attention 
to the 4 P’s are all critical elements of marketing. 


Enrich the Learning 
 Successes and Failures.  Ask students to research marketing successes and 


failures.  Examples: Ford Motor Company’s Edsel and Mustang, Coca Cola 
Company’s Coke and New Coke or McDonalds’ Big Mac and McDLT. 


 
Students could opt to watch the film, Tucker: The Man and His Dream.  Students 
should write a 2-page paper comparing and contrasting the company’s marketing 
efforts. 
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 Branding Your Business.  Let students design a logo and a slogan for a 
business they are interested in starting.  Encourage students to use available 
technology.  Consider displaying the logos in the classroom. 


 
 Marketing Profile.  Have the students access www.chipotle.com and review the 


entire site with the 4 P’s in mind.  Ask students to visit a nearby Chipotle 
restaurant and pay attention to the 4 Ps.  Students should be prepared to discuss 
in class Chipotle’s marketing vision, competitive advantage and brand.   


 
 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 


daily basis.  Encourage them to look for articles that specifically address 
marketing. 


 
 Entrepreneurial Journal/Envelope.  Remind students you will randomly check 


their journal/envelopes in the next few days. 
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Activity 2: Name That Brand - Key 
 


1.  Product/Brand: 
Aunt Jemima—pancake syrup and mix 


2.  Product/Brand: 
Borden—dairy products 


3.  Product/Brand: 
Energizer—batteries 


4.  Product/Brand: 
Green Giant—vegetables 


5.  Product/Brand: 
Marlboro—cigarettes 
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6. Product/Brand: 
McDonalds—hamburgers and more 


9. Product/Brand: 
Texaco—oil and natural gas 


8. Product/Brand: 
Pillsbury —dough, bakery mixes and rolls 


7. Product/Brand: 
Nike—apparel and athletic supplies 


10.    Product/Brand: 
Michelin—tires 
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11.  Product/Brand: 
Kellogg’s—Frosted Flakes 


12.  Product/Brand: 
Chanel—fashion, eyewear, jewelry & perfume  


13.  Product/Brand: 
Jamba Juice—fruit smoothies, soups & breads 


14.  Product/Brand: 
Ralph Lauren Polo—clothing and accessories 


15.  Product/Brand: 
Sony PlayStation—game system & games 
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Activity 2: The Slogan Game 
Directions: Start with Team 1 and read the first slogan aloud.  Allow a few moments for team 
members to discuss.  Ask for the spokesperson to provide the team’s answer.  If the team is 
correct, award 5 points.  If the team is incorrect, go to the next team.  DO NOT REPEAT the 
slogan.  If the next team has the correct answer, award 3 points.  Proceed with as many rounds 
as possible.  When a round is finished, always start with the next team in line regardless of 
which team had the correct answer. 


Top 10 Slogans of the Century from AdAge.com 
 
Diamonds are forever (DeBeers) 
Just do it (Nike) 
The pause that refreshes (Coca Cola) 
Tastes great, less filling (Miller Light) 
We try harder (Avis) 
Good to the last drop (Maxwell House) 
Breakfast of champions (Wheaties) 
Does she…or doesn’t she? (Clairol) 
When it rains it pours (Morton Salt) 
Where’s the beef? (Wendy’s) 
 


Honorable mentions 
 
Look Ma, no cavities! (Crest) 
Let your fingers do the walking (Yellow Pages) 
Loose lips sink ships (public service) 
M&Ms melt in you mouth, not in your hand (M&M candies) 
We bring good things to life (General Electric) 
 


Other slogans 
 
Where do you want to go today? (Microsoft) 
Have it your way (Burger King) 
It’s everywhere you want to be (Visa) 
When it absolutely, positively, has to be there overnight (Federal Express) 
Say it with flowers (FTD) 
Finger lickin’ good (KFC) 
Because I’m worth it (L’Oreal) 
Be all you can be (US Army) 
Betcha can’t eat just one (Lay’s Potato Chips) 
He likes it!  Hey Mikey! (Life cereal) 
America’s #1 snack cake (Little Debbie) 
We’ll leave a light on for you (Motel 6) 
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Unit 2: Section 5 


Your Competitive Advantage 
“If you don’t have a competitive advantage, don’t compete.”  - Jack Welch, former CEO, 
General Electric 


 


Overview 
Students will examine various types of market research and learn the six steps involved. 
 They will also discuss market segmentation and direct and indirect competition. 


Key Objectives 


Students will be able to: 
 Describe various types of market research 
 Discuss different types of market segmentation 
 Identify direct and indirect competitors 
 Research the market using primary and secondary data 
 List the six steps of market research 


Preparation 
Framework for Learning: 
Copy the Product/Service cards following this lesson onto card stock and cut 


out the cards. 
Activity 1: 
Create a demographic and psychographic profile of your class to compare with 


your students’ profiles. 
Activity 2: 
Gather six to eight different magazines, including Inc., Entrepreneur, Vanity Fair, 


Motocross, Teen People, etc., that appeal to different segments of the market. 
Activity 3: 
Copy the Business Idea cards following this lesson on to card stock and cut out 


the cards.  Feel free to create your own if you prefer.  Note: These same cards 
are used in Unit 3: Financing Your Business.   


Establish the Framework for Learning 


 Ask students if they have ever been approached in a shopping center, over the 
telephone or at school and asked for their opinion on something.  Have students 
provide examples.   


 Divide students into small groups of five and distribute one Product/Service 
card to each group.  Have students list the characteristics of the customers for 
their product or service.  Allow 5 minutes for students to complete their lists.  Ask 
for a spokesperson from each group to share the group’s product or service and 
their list.  Ask the class for additions or deletions to the list. 
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Develop the Learning 


 Ask students if they think that it’s enough to come up with a great idea to 
guarantee that a business will be successful?  If not, why not?  Discussion: 
Before starting your business, you need to identify your primary customers and 
determine whether or not these customers will buy your product or service. 


 Define market research.  According to the American Marketing Association, 
market research is “the systematic gathering, recording and analyzing of data 
about problems relating to the marketing of goods and services.”  Market 
research includes talking to your customers and your competitors. 


 Remind students that mass marketing uses a single marketing plan to reach all 
customers and that only a few products or services are suitable for this approach.  


 Ask students to explain the term target market from the last chapter.   
Answer: Target market: individuals or companies that are interested in a 
particular product or service and are willing and able to pay for it.   
Ask students to consider the products and services they discussed at the 
beginning of class and determine if any of them are suitable for a mass 
marketing approach. 


 Emphasize that the focus of marketing is people.  If students are concentrating 
on product or profit only, they will miss the mark.  The United States Small 
Business Administration states, “The term target market is used because that 
market– that group of people–is the "bull's eye" at which you aim all your 
marketing efforts.  People with common characteristics that set them apart as a 
group.  The more statistics you have about a target market, the more precisely 
you can develop your marketing strategy.”  


 Suggest that since people are the key to successful marketing, creating a 
customer profile can help you understand what you need to do to meet customer 
demand.  Define customer profile: a description of the characteristics of the 
person or company that is likely to purchase your product or service. 


Activity 1: Market Segmentation – Who Are We? 
 Ask students to define demographics.  Definition: Data that describes a group of 


people in terms of their age, marital status, family size, ethnicity, gender, 
profession, education and income. 


 Ask students to define psychographics.  Definition: Data that describes a group 
of people in terms of their tastes, opinions, personality traits and lifestyle habits. 


 Divide students into groups of 5-6 students.  Direct them to the Who Are We? 
worksheet in their Student Guides.  Explain that each group should develop a 
demographic and a psychographic profile of their group.  Students should record 
the characteristics that group members have in common and be prepared to 
compare their group’s results with those of the other groups.  Allow 
approximately 10 minutes for discussion and 6 minutes for sharing and 
comparing. 


Discussion 
 Ask students to explain how segmenting or dividing your target markets into 


several small groups can help a business.  Discussion: Market segmentation is 
important because most products and services appeal only to a small segment of 
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the general population.  For example, the music listeners market is a large 
market that includes many segments such as jazz, rhythm and blues, hip hop, 
country, classical and more.  Targeting the entire music market would not be an 
effective marketing strategy. 


 Explain that there are at least three other types of market segmentation: use-
based, benefit and geographic.  Use-based describes the frequency of usage 
such as trips to the grocery store or number of miles traveled each month.  
Benefit focuses on the desire to obtain product benefits such as luxury, comfort 
from food or saving money.  Geographic identifies location such as zip code, 
rural or urban. 


Activity 2: Market Segmentation – Who Are They? (Adapted from: The Magazine 
Game, The National Foundation for Teaching Entrepreneurship) 


 Divide students into small groups.  Distribute a different magazine to each group. 
Explain that students will have approximately 10 minutes to look through their 
magazine and arrive at the answers to the questions posed on the Who Are 
They? worksheet in their Student Guides.  Each group will pick a spokesperson 
to present the group’s findings to the whole class. 


 Allow time for each group to present its findings.  Encourage students to agree or 
disagree with the group’s analysis. 


Discussion 
 Ask students how they can find out about their target markets.   


Answer: By using secondary and primary data.  Secondary data is data found 
in already published sources such as: 


o Government publications (U.S. Census Bureau, Small Business 
Administration) 


o Community-based organization publications (Chamber of Commerce, 
Economic Development) 


o Industry-specific books and pamphlets 
o Internet sites (government and business) 
o Newspapers and magazines 


Primary data is information collected for the very first time to fit a specific 
purpose.  You can collect primary data by: 


o Conducting a survey or questionnaire via mail, phone, Internet or in 
person  


o Observing the daily habits of people 
o Conducting focus groups are in-depth interviews with small numbers of 


people 
 Suggest to students that there are six steps involved in market research.  Ask 


students if they can list the six steps.  Write their response on the board.  [ 
Answer: The six steps include: 


1. Define the question (define marketing problems and opportunities). 
2. Select research types, methods and techniques (primary/secondary, 


survey, observation, etc.). 
3. Design research instruments (the most common research instrument is 


the questionnaire; keep questionnaires to one page and ask clear and 
easy to answer questions). 
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4. Collect data (be as scientific as possible – use secondary data first).  
5. Organize and analyze the data (edit, code and tabulate and study). 
6. Reach conclusions (determine how to effectively use your data). 


 Emphasize that market segmentation provides a great deal of data.  However, if 
the data is not analyzed correctly, the product may not meet the needs of the 
customers or a whole market segment could be ignored. 


Activity 3: Market Research (Note: Depending upon time constraints, this activity may be 
used as a homework assignment.) 


 Suggest to students that since the most common type of primary market 
research is a questionnaire or survey, it’s important to practice creating surveys 
that will produce usable data. 


 Have students select a card from the pile of Business Idea cards.  Explain that 
students may work in pairs or individually to design a one-page market research 
survey for the business idea listed on the card they draw.  Remind students to 
include only questions that serve a specific purpose. 


 Allow 15 - 20 minutes for an in-class activity.  Ask students to share how difficult 
or how easy it was to design their survey.  If time permits, allow students to 
conduct their surveys in the classroom.  Have students move throughout the 
room conducting their surveys.  Limit the process by requiring five responses. 


Discussion 
 Ask students if knowing everything you can about your customers is enough to 


be a successful entrepreneur.  Discussion: A customer profile is the first step in 
defining your target market.  Knowing who your competitors are and their 
strengths and weaknesses is the next step in defining your competitive 
advantage. 


 Define direct competition: a business that makes most of its money selling the 
same or similar products or services as another business.  Ask students for 
examples of direct competition.  Examples: McDonalds/Burger King, 
Conoco/Texaco, Starbucks/Dazbog, Great Clips/Fantastic Sams 


 Define indirect competition: a business that makes only a small amount of 
money selling the same or similar products or services as another business.  Ask 
students for examples of indirect competition.  Example: DSW/Mervyns, Dairy 
Queen/McDonalds, CompUSA/Costco. 


 Ask students to list the key areas they think would be helpful to look at when 
studying the competition.  List student responses on the board.  Answer: There 
are six points for analyzing competitors: 


1. Price.  What do they charge?  Are you charging more or less? 
2. Location.  Where do your competitors sell their products or services?  


Can customers access the products or services via the Internet, in stores, 
through a catalog or over the phone? 


3. Business facility.  How accessible is their building?  Is it attractive? 
4. Strengths. What does the competitor do better than anyone else?  What 


does the competitor do that nobody else does? 
5. Weaknesses.  What is your competitor not doing that he/she should be 


doing? 
6. Strategy. What is the competition doing to attract customers to their 
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business? 
 Remind students that most new businesses face competitors.  As a new 


business owner, your challenge is to persuade customers to buy from you 
instead of your competitors.  It is important to know who and what your 
competition is. 


Summarize the Learning 


 Emphasize that understanding your customers is one of the most important 
elements of running a business.  Focusing on the people, not the product or the 
profit, is the key to your success. 


 Explain that students should keep in mind that market research never ends.  
Even after starting a business, they should keep asking questions.  Successful 
business people are always questioning their customers, suppliers, competition 
and employees to identify ways to improve. 


 Your competitive advantage comes from knowing your customers, knowing your 
competitors and creating a strategy to beat the competition. 


Enrich the Learning 


 Market Segmentation.  Have students research the magazine they analyzed 
during the Who Are They? activity to determine how close they were in 
identifying the magazine’s actual target customers.  Ask students to write one 
page explaining their research method and outcome. 


 Market Research.  Assign students the task of conducting primary market 
research by surveying ten people outside of the classroom.  Students should use 
the same questionnaire they designed in class (assuming the activity was in-
class) and should not only collect the data, but should also tabulate and analyze 
the data.  Students should come prepared to make a 5-minute presentation to 
the class outlining their business idea, the results of their survey and their 
conclusions. 


 Competitive Analysis.  Assign students to work in small groups of three.  
Explain that the group is to first select a successful business in their area.  Next, 
students should choose four competing businesses.  Students should analyze 
each business in terms of the six points for analyzing competition.  Each group 
should hand in a chart listing the results of their analysis.  Direct students to the 
Competitive Analysis worksheet in their Student Guides.  Students may either 
use the worksheet or create their own chart using a computer. 


 Wall Street Journal.  Encourage students to read the Wall Street Journal on a 
daily basis.  Encourage them to look for articles that discuss market research 
and/or competition. 


 Entrepreneurial Journal/Envelope.  Remind students you will randomly check 
their journal/envelopes in the next few days. 
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Unit 1 
Assessments 


 







 
Unit 1: Assessment 


 
Searching for an Opportunity. Have students find a partner. Draw a specific business 
opportunity from a paper bag using the business categories or others chosen by the 
teacher (e.g. cell phones in technology).  Using the selected business category, the 
student pair will brainstorm ways to turn this into a new business opportunity. 
Specifically have students research new laws, potential problems and industry trends 
related to their new business opportunity. Research can encompass internet, 
magazines, newspapers, etc. (e.g. Google “video services”). 
 
Pairs should turn in the Idea Investigation Worksheet for teacher approval before 
developing a presentation. Each pair will prepare a 5-minute presentation that should 
include a visual (e.g. poster, brochure, advertisement). The objective of the presentation 
is to “sell” their new business opportunity to a self selected target audience. The pair will 
tell the student audience who they represent (e.g. a Board of Directors).  
 


 4  
Advanced 
Proficient 


3 
 Proficient 


2 
 Partial 


 Proficient 


1  
Unsatisfactory 


Idea 
Investigation 
Worksheet 


Complete 
paragraphs on 
each section of the 
worksheet, which 
includes correct 
conventions that 
are free of error 
and approved by 
teacher. Clearly 
communicates the 
new business 
opportunity with 
specifics and 
details noted.  


Complete 
paragraphs on 
each section of 
worksheet, which 
includes correct 
conventions that 
are free of error 
and approved by 
teacher. Clearly 
communicates the 
new business 
opportunity. 


Each worksheet 
section is complete 
using conventions 
and approved by 
teacher. A new 
business 
opportunity has 
been identified and 
is evident. 


No demonstration of 
worksheet. 


Appearance Dress is 
appropriate for the 
business and 
audience and does 
not distract from 
the presentation. 
Jewelry, 
accessories, hair, 
makeup and body 
art are minimal and 
professional. The 
team portrays a 
quality business 
appearance that 
reflects positively 
on each other and 
the business.   


Dress is 
appropriate for the 
business and 
audience and does 
not distract from 
the presentation. 
Jewelry, 
accessories, hair, 
makeup and body 
art are minimal and 
professional.  


Dress is 
appropriate of 
either the business 
or the audience but 
not both. Jewelry, 
accessories, hair, 
makeup or body art 
are distracting. 


Dress is not 
appropriate for the 
business or the 
audience and 
evidence shows no 
planning or effort.  







Presentation The team uses all 
necessary 
conventions of 
speaking and 
avoids slang 
without error. 
Additionally, 
includes some 
conventions that 
are not essential to 
the communication 
but add to the 
quality of the 
presentation. Both 
members of the 
team present 
equally.  


The team uses all 
necessary 
conventions of 
speaking and 
avoids slang 
without error. Both 
members of the 
team present 
equally.  


The team does not 
use some required 
conventions of 
speaking and has 
some use of slang. 
The team 
demonstrates 
errors in the use of 
conventions. One 
member of the 
team presents 
more than the 
other.   


The team 
demonstrates little or 
no attention to the 
use of necessary 
conventions and 
uses slang often. 
Only one member 
presents.  


Persuasive 
Content 


The team overtly 
demonstrates 
enthusiasm for the 
business which is 
reflected in the 
audience reaction 
and approval. It is 
clear that the team 
knew the 
appropriate 
audience and 
connected with 
them. 


Audience 
demonstrates 
understanding and 
enthusiasm about 
the new business 
and shows 
approval of the 
presentation. The 
team has 
demonstrated that 
the presentation 
was connected to 
the appropriate 
target audience.  


Audience 
demonstrates 
some enthusiasm 
but little 
understanding of 
the new business. 
There is some 
evidence of 
connection with an 
appropriate 
audience.  


The team does not 
demonstrate 
enthusiasm nor does 
the audience. Target 
audience connection 
was not evident. 


Visual The visual clearly 
demonstrates the 
new business 
opportunity and is 
professional in 
nature. The 
visual(s) engages 
audience 
participation. 
 


The visual clearly 
demonstrates the 
new business 
opportunity and is 
professional in 
nature. The 
audience 
demonstrates 
enthusiasm for the 
new business 
opportunity.  


There is little 
evidence of a 
visual that is 
understandable by 
the audience. The 
audience 
demonstrates mild 
enthusiasm about 
the new business 
opportunity.  


There is no evidence 
of a visual. 


 







Idea Investigation Worksheet 
 
 


 
Business Category:______________________________________________ 
   
Audience:______________________________________________________ 
 
Root of Opportunity: 
 
 Problem: __________________________________________________ 
  
 New law: __________________________________________________ 
 
 Trend:     __________________________________________________ 
 
 _______:__________________________________________________ 
 
 _______:__________________________________________________ 
 
 _______: __________________________________________________ 
 
 
Media used:   
 
 Internet URL: ____________________________________________ 
 
 ___________: _______________________________________________ 
 
 ___________: _____________________________________________ 
 
 
New Business Opportunity:________________________________________ 
 
 
 
________________________________________________________________ 
 
Team Members: __________________________________________________ 


Teacher Approval: _________________________________________________ 


Date of Presentation: ____________________________________________________ 


Visual Type:____________________________________________________________ 
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Introduction 
 


Each day as you make your way to school, you usually pass people going to or from 
work.  Today, there are many opportunities to work for a small, medium, or large 
company.  The company could be located nearby, in another state or even another 
country. 
 
There are also many opportunities to work for yourself. You could even work from the 
comfort of your own house or apartment!  You might manufacture a product, provide a 
service or resell products.  You could start a business from scratch, purchase an 
existing business or buy a franchise.  You may enjoy working by yourself, with a partner 
or with several people.   
 
During your lifetime you may change jobs several times and even change the line of 
work you are in.  You may find what you love to do the first time around and stay with it 
for most of your life.  You may go back to school to learn new skills to prepare for a new 
career. 
 
Whatever path you take, learning how to think and act as an entrepreneur will serve you 
well!  This Student Guide is designed to provide you with practical applications of the 
concepts and techniques that you will be studying this semester.  At the back of this 
Guide, you will discover a section to take notes about business opportunities you have 
read about in the Wall Street Journal.  You will also find a Glossary to help you 
understand new and familiar business terminology.  You may want to consider this to be 
your own personal portfolio to help you Get aHead for Business. 
 
Young Americans Center for Financial Education, in partnership with 
OppenheimerFunds, is excited about the opportunity to share interactive, real-world 
lessons that will serve you well in any business in which you participate.  This semester 
will provide you with a broad overview of entrepreneurship.  Just wait for second 
semester—you will be amazed. 
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Entrepreneurial Thinking 
 
 
 
 
 
 


2. Examine opportunities to  
fulfill needs or wants and to 


solve  problems. 


3. Generate ideas to  
satisfy the opportunities. 


4. Assess the  
opportunities and ideas. 


5. Use all available sources 
and resources to evaluate 
opportunities and ideas. 


6. Plan and prepare the  
venture thoroughly. 


1. Develop skills that may  
contribute to entrepreneurial behavior. 
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Interview with an Entrepreneur 
 
Directions: Contact your teacher and review the list of entrepreneurs.  Select two entrepreneurs to 
interview during the next two weeks.  Use the interview questions below to complete the assignment.  
Once you have completed the interviews, use the template on the following page to complete a profile for 
each entrepreneur and prepare to present the information in class. 
 
Interview Questions: 
 


1. What made you decide to go into business for yourself? 


 


2. Where did you get the idea for your business? 


 


3. Did your personal interests, hobbies or skills play a deciding role in your 
business idea? 


 
 
4. Who is your target market? 


 


5. How did you research your market? 


 


6. Who are your competitors? 


 


7. What are your goals for your business? 


 


8. What do you like most about owning your own business? 


 


9. What do you like least about owning your own business? 


 


10. What advice would you give me if I told you I was thinking about becoming an 
entrepreneur? 
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Entrepreneur Profile 
 
Directions: Complete this profile for each of the entrepreneurs you interviewed. 


 
Business Name: 
 
 
Owner: 
 
 
Product/Service: 
 
 
 
Idea Origination: 
 
 
 
 
Personal Interests, Hobbies, Skills: 
 
 
 
 
Target Market: 
 
 
 
 
Business Goals: 
 
 
 
 
Best Thing About Being an Entrepreneur: 
 
 
 
 
Least Favorite Thing About Being an Entrepreneur: 
 
 
 
 
Advice: 


 
 


Add 
Photo 
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My Dream 
 
 


1. What were my most important feelings about this day? 
 
 
 


2. What type of work did I choose for myself?  Why? 
 
 
 


3. Did I work with people, ideas or things? 
 
 
 


4. Did I use interests/hobbies/skills that I am developing now? 
 
 
 


5. Did I work for someone else or was I in charge of the business? 
 
 
 


6. Was I satisfied with the job I chose?  Why or why not? 
 
 
 


7. Did I live somewhere close to where I live now or far away? 
 
 
 


8. If I could go back, what would I change? 
 
 
 
 
 
 
 
 
 
Adapted from: Risks and Rewards of Entrepreneurship, Consortium for Entrepreneurship Education. 
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Entrepreneurial Profile – Personal Skills 
 
Directions: Complete the following profile about yourself using a scale of 1 to 4.  Remember that there are 
no right or wrong answers. 
 


Scale:      1 Strongly Disagree     2 Disagree      3 Agree       4 Strongly Agree 


Statement Score 


I prefer to work alone.  


I manage my time well.  


I enjoy competing in school and at play.  


I am comfortable meeting new people.  


I listen actively.  


I am a self-starter.  For instance, no one has to nag me to do my 
homework, practice my instrument or clean my room. 


 


I regularly set goals for myself.  


I like to take chances.  


I regularly meet the goals I set for myself.  


If I can choose, I prefer to work in a group.  


I get bored easily.  


When I work in a group, I am usually the leader.  


I really enjoy inventing (with my imagination or in reality) new ideas, 
products or solutions to problems. 


 


I have many natural talents.  


I am happiest when there are no set rules to follow to get the job done.  


 
Total points: If you scored between 15 and 25 points, this represents the mid- to low-
range score.  Partnering with others or first working in a small business might be a great 
way for you to develop entrepreneurial skills.  If you scored between 26 and 40 points, 
you are well on your way to having the right mix of personal skills to become an 
entrepreneur.  Whatever your score, the trick is to identify areas you need to focus on 
for improvement. 
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Entrepreneurial Profile – Lifestyle Skills 
 
Directions: Complete the following profile about yourself using a scale of 1 to 4.  Remember that there are 
no right or wrong answers. 
 


Scale:      1 Strongly Disagree     2 Disagree       3 Agree       4 Strongly Agree 


Statement Score 


Starting my own business is about making money more than anything 
else. 


 


I am willing to give up something to get my business started, including 
going places with friends, playing sports, etc. 


 


I have the full support of my family to start my own business.  


I don’t worry what others think of me.  


I can continue to do well in school and run my new business on the side.  


I try new things for the thrill of it.  


Part of my job in my new business will probably include taking out the 
trash, answering phones and stuffing envelopes. 


 


I have a high energy level.  


I get along with people from different ethnic and socioeconomic groups.  


I want to be able to determine when and where I work.  


I would not mind working long hours and weekends if I need to.  


I believe in doing whatever it takes to get the job done.  


I consider myself to have a lot of “stick-to-it-ism” and I rarely give up.  


I like to think about the future because I see many opportunities.  


My family is my number one priority.  


 
Total points: If you score below 32 points, there may be a number of family, financial or 
personal responsibilities that will take time away from your business.  This simply 
reveals some of the realities of your current life and gives you parameters within which 
you need to make your business decisions.  If you scored above 33 points you can 
begin to understand what type of business opportunity is best for you to pursue. 
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Entrepreneurial Profile – Business Skills 
 


Directions: Complete the following profile about yourself using a scale of 1 to 4.  Remember that there are 
no right or wrong answers. 
 


Scale:      1 Strongly Disagree    2 Disagree      3 Agree      4 Strongly Agree 


Statement Score 


I have an e-mail address and I use it.  


I read the daily newspaper cover to cover, not just sports, comics or 
fashion. 


 


I have a bank account and I know exactly how much money I have because 
I keep accurate records. 


 


I find myself constantly thinking up new ideas.  


I like to organize tasks so they go quicker and I am more efficient.  


I have borrowed money from my parents/brother/sister or friends and repaid 
the amount. 


 


I create savings and spending plans and stick to them.  


I usually plan my tasks before I get started.  


I understand the difference between fixed and variable costs.  


I am comfortable using a computer to make banners, cards, write papers, 
surf the Internet and complete my homework. 


 


I enjoy making presentations and know how to give a professional 
presentation. 


 


I like selling an idea or product to people I don’t know.  


I have experience in the business I want to start.  


I can make up my mind in a hurry if I have to and my decision is usually a 
good one. 


 


I am good at negotiating a decision and I usually get what I had hoped for.  


 
Total points: If you score between 13 and 31 points on this assessment you should 
take some time to narrow down the specific areas of business in which you need to 
develop more skills.  If you scored above 32 points, you possess a good deal of basic 
business knowledge.  No matter what your score is, you should seek out experienced 
business people to find out what skills they developed to succeed in business. 
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Characteristics of an Entrepreneur 
 
Directions: Researchers have identified several characteristics that successful entrepreneurs share.  
Think about entrepreneurs you’ve read about or whom you know personally.  List the characteristics you 
believe that all successful entrepreneurs must possess. 
 


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 ____________________________  _____________________________


 
 
Now, find two other students with whom to share your list.  As a group, agree on the top 5 characteristics 
that every successful entrepreneur must possess: 
 


1. ___________________________________________________________ 


2. ___________________________________________________________ 


3. ___________________________________________________________ 


4. ___________________________________________________________ 


5. ___________________________________________________________ 
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My Hobbies, Interests and Skills 
 
Directions: On the left-hand side, make a list of your past and current hobbies, your interests and your 
skills.  Now, consider how you could turn a hobby, interest or skill into a business opportunity.  On the 
right-hand side of the page, list the business opportunity next to the corresponding hobby, interest or 
skill. 
 


Hobby/Interest/Skill 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Business Opportunity 
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To Make My Dream Come True… 
 


Directions: Review the information on your My Dream worksheet.  Think about what steps you need to 
take to make your dream come true.  Create an action plan by writing down very specific steps with 
completion dates attached to each step.   
 
 
For example, to make your dream come true you may decide that you need to enhance 
your computer skills. 
 
 Goal: Enhance my computer skills to include Power Point. 
 
 Action Steps: 
 1. Research class offerings    October 15 


2.  Register for Power Point class  November 1 
3. Attend 4-week Power Point class  January 5 
4. Create Power Point presentation  February 1 
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Free Enterprise Map 
 


Directions: Answer the questions on the Free Enterprise Map. 
 
 


Free 
Enterprise 


What is free  
enterprise? 


Who benefits 
from free  


enterprise? 


Why do I need  
to know about 


free enterprise? 


What are some of 
the features of 


free enterprise? 


What are some of 
the advantages of 
free enterprise? 


How does a  
person use free  


enterprise? 


_____________________________ 
 
_____________________________ 
 
_____________________________ 


______________________ 
 
______________________ 
 
______________________ 


____________________________ 
 
____________________________ 
 
____________________________ 


____________________________ 
 
____________________________ 
 
____________________________ 


____________________________ 
 
____________________________ 
 
____________________________ 


________________________ 
 
________________________ 
 
________________________ 
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Supply and Demand 
 


Take Me Out to the Ballgame! 
The Blake Street Boppers have a supply of autographed baseball hats.  They have 
decided to sell 50 hats at $30, 40 hats at $25, 30 hats at $22.50 and 15 hats at $17.  
Baseball fans are willing and have the money to buy 15 hats at $30, 20 hats at $25, 30 
hats at $22.50 and 50 hats at $12.  Build a supply-and-demand graph to determine the 
market clearing price and how many hats will be sold. 


Bling and Things 
Janella and Tasha have decided to turn their jewelry hobby into a small business.  They 
make their own clay beads and mix them with glass beads to create dazzling bracelets.  
They have decided to sell their necklaces and bracelets at the school art fair next week.  
They are going to sell 30 double-strand necklaces for $22, 20 single-strand necklaces 
for $18, 16 double-twist bracelets for $16, 12 single-loop bracelets for $12 and 10 clasp-
bracelets for $8.  When Janella and Tasha get to the fair they discover that prospective 
buyers are willing and have the money to purchase 10 double-strand necklaces at $22, 
12 single-strand necklaces at $18, 15 double-twist bracelets at $16, 22 single-loop 
bracelets for $12 and 30 clasp-bracelets for $8.  Build a supply-and-demand graph to 
determine the market-clearing price and how many items will be sold. 
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And the Beat Goes On… 
Carlos and Anthony are members of a rap group and they are getting ready to organize 
a talent show at their high school.  They are planning to sell tickets and are struggling to 
determine what price to charge.  They want to attract a big crowd.  They are considering 
charging a different price based on the seats.  They are thinking about selling 60 seats 
at $25, 50 seats at $20, 40 seats at $18, 30 seats at $15, 25 seats at $10 and 10 
standing room only spots at $8.  They do a quick market survey and discover that 
students are willing and have the money to buy 10 seats at $25, 12 seats at $20, 18 
seats at $18, 30 seats at $15, 40 seats at $10 and 50 standing room spots at $8.  Build 
a supply-and-demand graph to determine the market-clearing price and suggest what 
price Carlos and Anthony should charge per ticket. 
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Entrepreneurs’ Role in a Market Economy 
 


Directions: Using the Internet or reference materials at the library, find articles about entrepreneurs in 
magazines such as Inc., Fortune, Entrepreneur, Business Week, Money, etc.  Write a 2-3 paragraph 
paper that provides examples of how the economy benefited from the entrepreneurial activity outlined in 
the article.  Attach a copy of the article you chose for your paper.  Spelling, grammar and punctuation 
count. 
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Cost of Goods Sold 


 
Directions: Read through the scenarios and complete the calculations to determine the answers. 
 
1. CJ’s Sweets manufactures chocolates and sells them by the box.  Each 1lb box of 


chocolates sells for $18.00.  CJ pays her friends $6.00 an hour.  It takes two people 
one hour to produce a box of chocolates.  The box, ribbon and tissue materials cost 
$3.50. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
 
2. Benita’s Beads and Baubles sells glass beads collected from all over the world.  The 


beads are sold in bags, which Benita buys from the manufacturer for $15 per bag.  
Retailers must purchase one dozen bags at one time from Benita for $300.


Cost of Goods Sold 
Wholesale Business: unit = 
 


 
Selling Price per Unit:     $ 
Cost of Goods Sold per Unit     $________ 
 


Cost of Goods Sold 
Manufacturing Business: unit = 


 
 
 


  Selling Price per Unit:                        $ ______ 
  Labor cost per Hour:          $ _______ 
  # of Hours per Unit:         x ____hours = $ 
  Materials per Unit:               $  
  Cost of Goods Sold per Unit     $ ______ 
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3. Philippe’s Photocards sells a variety of poster-size laminated photo cards of wildlife, 


seascapes, celebrities, national parks, etc.  Philippe buys the photo cards from a 
wholesaler for $300 per 25 cards.  He sells each card to his customers for $22.00 a 
card. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
4. Natalie’s Nails offers a variety of services.  Natalie’s most popular service is a full set 


of nails with polish, which takes approximately an hour to complete.  Her supplies, 
including nail polish remover, nail polish, cotton swabs, etc., cost $3.00 per set.  She 
pays herself $15 an hour.  Natalie charges $35 for a full set with polish. 


 
 
 
 
 
 
 
 
 
 
 
 


 


Cost of Goods Sold 
Retail Business: unit = 
 
 
Selling Price per Unit:     $ 
Cost of Goods Sold per Unit     $________ 


 
 


Cost of Goods Sold 
 
Service Business: unit = 
 


 
Selling Price per Unit:     $ _______ 


  Labor cost per Hour:          $ _______ 
  # of Hours per Unit:         x ____hours = $ 
  Materials per Unit:               $ 
Cost of Goods Sold per Unit     $ __________ 
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Business Idea Survey 
 
Directions: Refer back to the My Hobbies, Interests and Skills worksheet.  Consider the business 
opportunities you listed that correspond with your hobbies, interests and skills.  Select the business idea 
that you would like to develop into an actual business.  Answer the questions below.  
 
Business Idea: ________________________________________________ 
 


1. What characteristics, interests or skills do I have that will help me in this 
business? 


 
 
 
 


2. Has anyone started this type of business before?  If so, give examples. 
 
 
 
 
 


3. How can I learn to run this business or who can teach me? 
 
 
 
 
 


4. How much time will the business involve? 
 
 
 
 
 


5. Who will buy the product/service? 
 
 
 
 
 


6. What’s my potential for profits? 
 
 
 
 
 


7. Am I ready to begin?
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EOU Practice Skills 
 
Directions: Read through the scenarios and complete the calculations to determine the answers.  Hint: 
Refer back to the Cost of Goods Sold worksheet.  
 
Remember, sales price – cost of goods sold = gross profit per unit. 
 


1. CJ’s Sweets manufactures chocolates and sells them by the box.  Each 1lb box 
of chocolates sells for $18.00.  CJ pays her friends $6.00 an hour.  It takes two 
people one hour to produce a box of chocolates.  The box, ribbon and tissue 
materials cost $3.50. 
 
What is CJ’s Gross Profit per Unit?  $_________________ 
 
 


2. Benita’s Beads and Baubles sells glass beads collected from all over the world.  
The beads are sold in bags, which Benita buys from the manufacturer for $15 per 
bag.  Retailers must purchase one dozen bags at one time from Benita for $300. 


 
What is Benita’s Gross Profit per Unit?  $_________________ 
 
 


3. Philippe’s Photocards sells poster-size laminated photo cards of a variety of 
wildlife, seascapes, celebrities, national parks, etc. Philippe buys the photo cards 
from a wholesaler for $300 per 25 cards.  He sells each card to his customers for 
$22.00 a card. 


 
What is Philippe’s Gross Profit per Unit?  $_________________ 
 


4. Natalie’s Nails offers a variety of services.  Natalie’s most popular service is a full 
set of nails with polish, which takes approximately an hour to complete.  Her 
supplies, including nail polish remover, nail polish, cotton swabs, etc., cost $3.00 
per set.  She pays herself $15 an hour.  Natalie charges $35 for a full set with 
polish. 


 
What is Natalie’s Gross Profit per Unit?  $_________________ 
 
 


5. Which business has the highest Gross Profit per Unit? _______________ 
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If Only… 
 
Part I: Take a few minutes to think about things/problems that annoy you.  List the problems on the left-
hand side of the worksheet.  Then go back and consider a business solution for each of the problems 
listed and write them in the appropriate space. 
 
Problem      Business Solution 
 
1. 1. 


2. 2. 


3. 3. 


4. 4. 


Part II: Consider the following situations and think about what business you would start in response.  List 
your solution in the appropriate space. 
 
Situation     Business Solution 
 
1.The population of people over  1. 
   60 years of age is increasing steadily. 
 
 
 
2. A new sports arena is being built in 2. 
    your town. 
 
 
 
3. Recent studies indicate that childhood 3. 
    obesity is a major health problem. 
 
 
 
4. The local parks system has banned all  4. 
    animals. 
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Business Category Game  
 
Directions: Write the name of the business category in the appropriate space.  Choose four letters from 
the alphabet and write one letter at the top of each column.  Then, fill in as many spaces as you can with 
a product or service that fits the category and begins with the letter at the top of each column. 
 
Business Category__________________ 
 


Letter: 
  


 
 


 
 
 
 


   


 
 
 
 


   


B
u


si
n


es
s 


Id
ea


s:
 


 
 
 
 


   


 
 
Business Category__________________ 
 


Letter: 
  


 
 


 
 
 
 


   


 
 
 
 


   


B
u


si
n


es
s 


Id
ea


s:
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Business Category__________________ 
 


Letter: 
  


 
 


 
 
 
 


   


 
 
 
 


   


B
u


si
n


es
s 


Id
ea


s:
 


 
 
 
 


   


 
 
Business Category__________________ 
 


Letter: 
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s 
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SWOT Analysis 
 
Directions: Read the following business opportunity and complete a SWOT analysis. 
 
Business Opportunity: 
In the past two years, you have noticed that more and more of your friends like to drink coffee products.  
You are not particularly fond of anything but Dr. Pepper, but every day you see more students coming to 
high school carrying specialty coffee drinks from a variety of major chain coffee shops.  The school 
cafeteria does not offer anything but hot chocolate and is only offered November through February.  The 
school store only offers bottled drinks and is not open before school or during lunch.   
 
Your brother works in a local coffee shop and has been thinking about starting his own business.  He is 
looking for a good location for his own coffee cart.  His boss is willing to provide your brother with a 
reasonable lease on a cart, products at wholesale and only wants 25 percent of the profits.  Your brother 
approaches you about the idea of putting his cart in your high school and he has offered you the 
opportunity to work the cart.  He is asking you to invest money and time in the business.  You decide to 
evaluate the business by conducting a SWOT Analysis. 
 
 


Strengths Weaknesses Opportunities Threats 
    


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
 
Based on your analysis, is this a good investment of your time and money?  
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Opportunities are Everywhere! 
 
Directions: Entrepreneurial thinking requires that you view the world differently.  You can learn to view 
situations from a different perspective by observing and listening carefully.  Business opportunities are 
everywhere; you just have to learn how to recognize them when you come across them.  You can use 
this activity to practice. No need to write complete sentences, just jot down your ideas and observations. 
 
 


1. Check out your community.  Are there problems that people are always 
complaining about?  Can you think of a creative way to resolve the problem? 


 
 
 
 
 
 


2. Check out your friends. How do they use certain products?  Do they have to 
make adjustments?  Do they use them for other purposes?  Do you have an idea 
for a more convenient use? 


 
 
 
 
 
 
 


3. Do you have younger brothers and sisters?  What annoys them?  Is there a 
business idea that would meet their needs/wants that would also meet other kids 
their age? 


 
 
 
 
 
 


4. Do you have access to people aged 65 and older?  Is there something that 
annoys them?  Can you think of a way to resolve their issues that would also be 
a good business idea? 


 
 
 
 
 


5. Random Observations: 
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Idea Investigation Worksheet 
 
Media used:   
 
 Internet URL: ___________________________________________________ 
 
 
 Magazine: ______________________________________________________ 
 
 
 Newspaper:  ____________________________________________________ 
 
 
Root of Opportunity: 
 
 Problem: _______________________________________________________ 
  
 
 
 New Law: ______________________________________________________ 
 
 
 
 Trend: _________________________________________________________ 
 
 
 
 Invention:  ______________________________________________________ 
 
 
 
 Technological Advances:  __________________________________________ 
 
 
 
 Unique Knowledge: _______________________________________________ 
 
 
 
Business Opportunity: _________________________________________________ 
 
_____________________________________________________________________ 
 
Team Members:  _______________________________________________________ 
Teacher Approval: ______________________________________________________ 
Date of Presentation: ____________________________________________________





		Student Guide 10

		Student Guide 11

		Student Guide 12

		Student Guide 13

		Student Guide 14

		Student Guide 15

		Student Guide 16

		Student Guide 17

		Student Guide 18

		Student Guide 19

		Student Guide 20

		Student Guide 21

		Student Guide 22

		Student Guide 23

		Student Guide 24

		Student Guide 25

		Student Guide 26

		Student Guide 27

		Student Guide 28

		Student Guide 29

		Student Guide 30

		Student Guide 7

		Student Guide 8

		Student Guide 9










 
 
 
 
 


Unit 3 
Financial 


Management 
 







 


Entrepreneurship: Starting a Business 3.1 Financing Your Business Page 72
 


Options, Options, Options 
 
Directions: Read through the scenario and select the financing option that you and your partner prefer.  
State your reasons for choosing or not choosing the option.  Be prepared to share your reasoning with the 
class. 
 
You and your partner have decided to go into business together.  After much discussion 
and calculation, you have determined that you need $800 to start your business.  You 
and your partner are meeting today to explore various options for financing your start-up 
costs. 
 
 
Option A: 
You are a good bank customer and you know that you and your partner are eligible for a 
bank loan.  When you checked with your bank loan officer, she told you that you could 
borrow the $800 at only 8% interest for 12 months. 
 
How much would you owe with interest? 
 
What happens if your business fails in 6 months? 
 
Is this the option for you? 
 
 
Option B: 
Your partner’s brother has shown an interest in the business.  He has suggested that he 
is willing to invest $800 in the company for a 51% share in the company.  He has some 
great ideas and he’s ready to tell you how to run the company. 
 
What would you be giving up in exchange for the $800 investment? 
 
Is this the option for you? 
 
 
Option C: 
You have a part-time job that you were hoping to quit, but you could work for another 12 
months and save up your money.  Your partner could get a job and save up as well.  If 
you both worked and saved up the money, you could probably start the business in 8-12 
months. 
 
 
What would you be risking if you wait to open your business in 8-12 months? 
 
 
Is this the option for you? 
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Start-Up Cost$ 
 
Directions: Consider the business idea listed on the Business Idea card distributed to your group.  Think 
about all the costs associated with starting that business.  Remember, start-up costs are one-time-only 
expenses that must be paid to start the business.  Estimate the cost of each item. 
 
Business Idea: ____________________________________________________ 
 
Item Estimated Cost
 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
 


 


 
TOTAL
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Pro Forma Cash Flow Statement 
 


Carver Cabinets 
 


 Jan Feb Mar Apr May June
Revenues $5,500 $5,000 $5,200 $5,700 $5,800 $5,900
Operating 
Expenses 
 Cost of Goods   2,900   2,600    2,650   3,000    3,000   3,100
 Rent       950       950        950       950         950       950
 Utilities       150       150        150       150        150       150
 Salaries   2,000   2,000    2,000   2,000    2,000    2,000
 Advertising       500       500        500       500        500       500
 Supplies         20         15          35         50          50         50
 Insurance         75         75          75          75          75         75  
 Payroll Taxes       175       175        175       175        175       175
 Other         40         40          40         40          40         40
Total Expenses   6,810   6,505    6,575    6,940     6,940    7,040
 
Cash Flow $ -1,310 $ -1,505 $ -1,375 $ -1,240 $ -1,140 $-1,140
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Pro Forma Balance Sheet 
Carver Cabinets  


 
December 31, 20— 


 
Assets  Liabilities  
Current assets  Current liabilities  
Cash $ 1,500 Accounts payable $13,000 
Accounts receivable $9,000   
Less allowance for 
     uncollectible accounts 


-800 Long term liabilities 
Loans payable 


$15,500 


Inventory $15,000   
Total current assets $24,700 Total liabilities $28,500 
   
Fixed assets Net Worth  
Equipment $10,200 Mike Carver $21,505 
     Less depreciation $ -2,195   
Furniture $2,300   
      Less depreciation $ -200   
Vehicles $19,000   
      Less depreciation $ -3,800   
Total fixed assets $25,305   
   
 
Total assets $50,005


Total liabilities  
& net worth 


 
$50,005 
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There Has To Be A Way… 
 
Directions: Copy the start-up costs listed on the board.  Review each one and brainstorm ways to reduce 
or eliminate the cost.  Be creative in your approach.  Remember, entrepreneurs are able to see 
possibilities where others see problems. 
 
 
Business Idea: ___________________________________________________ 
 
Start-up costs: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Ways to reduce or eliminate costs: 
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Personal Financial Statement 
ALL ABOUT YOU 
 
Name ___________________________________________ Phone Number ________________ 
 
Address _________________________________________ Length of Time at Residence______ 
 
City, State, Zip _________________________________________________________________ 
 
Date of Birth _____________________________________ 
 
EMPLOYMENT INFORMATION 
 
Employer _______________________________________ Phone Number_________________ 
 
Employer Address _______________________________  Length of Employment___________ 
 
Wage or Salary: Hourly $___________ Monthly $ __________ Position____________________ 
 
Average Hours Worked per Week ________________Amount of Other Income_____________ 
 
BANK RELATIONSHIPS 
 


Bank Name _________________________________________  Checking  Savings 


 
Bank Name _________________________________________  Checking  Savings 


  
LIABILITIES 
 
Rent __________________________________________  Monthly Payment $ _______ 
 
Credit Cards____________________Balance $ ________ Monthly Payment $ _______ 
 
Credit Cards____________________Balance $ ________ Monthly Payment $ _______ 
 
Loans ________________________Balance $ ________ Monthly Payment $ _______ 
 
Car ________________________Balance $ ________ Monthly Payment $ _______ 
 
Other ________________________Balance $ ________ Monthly Payment $ _______ 
 
ASSETS 
 
Cash, Savings $ ________________________ Stocks $_________________________ 
 
Money Market $_________________________ Automobile $ _____________________ 
 
Other $ ________________________________________________________________ 
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Where Did the Money Go? 
 
Directions: Reflect on your recent spending.  List everything you bought and what you paid for each item 
in the past five days.  Checkmark any items for which you still have the receipt. 
 
 
Receipt?     Item          Cost 


 


_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
_______________________________  $_________ 
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Recording Business Transactions 
 
Directions: Using the Monthly Record Keeping Journal, record each transaction in the appropriate line on 
the journal.  When you have finished recording the transactions, total each column. 
 
 
4/30 You and your best friend brainstorm a name for your potential lawn mowing 


business and come up with Green To Go. 
 
5/1 You and your best friend start a lawn mowing business by each investing $200 to 


mow and trim lawns within a 10 block radius. 
 
5/2 You buy a used trimmer from your father, Jason Smith, for $20. 
 
5/3 You pay Sir Speedy $18.67 for printing flyers advertising your business. 
 
5/4 You purchase two pairs of work gloves from Home Depot for $15.95 each. 
 
5/6 You get your lawn mower blade sharpened at A-1 Rentals for $13.76. 
 
5/9 You hire your best friend’s younger brother and sister to distribute flyers in the 


neighborhood.  You pay them each $5 per hour in cash and they both work 2 
hours. 


 
5/12 Two people hire you to mow their lawns for $15 each.  You do a great job for 


both new customers and receive the fee plus a $5.00 tip for each lawn. 
 
5/15 Three new customers contact you and hire you to mow their lawns at $15 per 


lawn.  You complete all three jobs and get paid.  One customer tips you $3.00. 
 
5/18 You order business cards from Sir Speedy and pay $8.43 for your order. 
 
5/19 You run out of gas and have to fill up a 10-gallon container at Diamond 


Shamrock for $2.39 per gallon. 
 
5/23 You mow a new customer’s lawn for $15 and trim another customer’s hedge for 


$10. 
 
5/25 You decide to buy an edging tool since several customers have requested that 


you edge their lawns.  The edger costs $29.95 at Ace Hardware. 
 
5/30 Your first five customers’ lawns are ready to be mowed!  You complete all five 


lawns for $15 per lawn.  You make a total of $20 in tips. 
 
5/31 The string on your trimmer breaks and you replace it for $4.50 at Home Depot.
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Monthly Record Keeping Journal 
Business Name: _______________________ 
Page ___ of ____         Month: _______________ Year:___________ 
 


AMOUNT EXPENSE AMOUNT Date Check 
or 
Invoice 
Number 


Transaction 
Description 
(Paid to or 
Received 
from) 


Income Sales 
Tax 
Collected


Owner’s 
Capital 


Owner’s 
Withdrawal


Advertising Auto/ 
Travel


Equipment Inventory Supplies Rent Misc.


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


              
 


TOTAL FOR THE MONTH           
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How to Make a Deposit 
 
A deposit is money put into an account.  You must complete a deposit slip whenever 
you want to put money into your checking account.  Follow the directions below to learn 
how to fill out a deposit slip. 


 
1. Business deposit slips usually are preprinted with the business name and address.  


If the deposit slip is not preprinted, print the business name and address.  
 
2. Business deposit slips usually are preprinted with the bank routing number and the 


business checking account number. 
 
3. Write the total amount of cash, including coins you are going to deposit, on this line. 
 
4. Write the amount of each check you plan to deposit on these lines.  If you have more 


than three checks to deposit, write the amounts of the checks on the other side of 
the deposit slip. 


 
5. Add the checks on the back of the deposit slip and write the total on this line. 
 
6. Add all amounts listed on the front of the deposit slip together and write the total on 


this line. 
 
7. Write the amount of cash you want back from the subtotal on this line. 
 
8. Subtract the amount of cash you want from the subtotal and write the new total here.  


This is the amount you will add to your register. 
 
9. Write the date you are making the deposit. 
 
10. Sign your name on this line in cursive when you want the teller to give you cash 


back. 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Green to Go 
123 Garden way 


3 


  2 


5 


1 


6 


7 


9 


10 


        CASH 
INCLUDING COINS 


List 
Checks 
Singly 


SUB TOTAL 


LESS CASH 
RECEIVED 


 TOTAL FROM REVERSE 


 


DATE_____________________________


4 


8 


102006012 
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Business Deposit Worksheet 
 
Directions: Refer back to the Recording Business Transactions worksheet in your Student Guide.  
Record your deposits using the deposit slips on this page and the next page.  In some instances you may 
need to use the back of the deposit slip to list your checks.  For this activity, simply total up the amounts 
of the checks that you are not able to list separately on the front and write the total in the space labeled 
“Total from other side.” 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


                                                                   


Currency 
 
Coin 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


 


Currency 
 
Coin 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


                                                                
                                                                
                 
                                       


Currency 
 
Coin 


Green to Go 
123 Garden Way 


Green To Go 
123 Garden Way 


Green To Go 
123 Garden Way 


102006012           2530301297 


102006012           2530301297 


102006012           2530301297 
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Business Deposit Worksheet # 2 


 
 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


                                                                   


Currency 
 
Coin 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


 


Currency 
 
Coin 


DATE________________________20_____ 


SIGN HERE IF CASH RECEIVED FROM DEPOSIT 


Total from other side 
 
SUB -TOTAL 
 
Less cash received 
 
TOTAL DEPOSIT 


                                                                
                                                                
                 
                                       


Currency 
 
Coin 


Green to Go 
123 Garden Way 


Green To Go 
123 Garden Way 


Green To Go 
123 Garden Way 


102006012           2530301297 


102006012           2530301297 


102006012           2530301297 
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How to Write a Business Check 
Writing a check is a way to give someone money without actually giving cash.  When 
you write a check, the amount of money written on the check is taken from your account 
and given to the person or business.  Review the directions below to learn how to fill out 
a check. 
 


 
1. Business name and address are usually preprinted. 
 
2. Business checks usually have the bank routing number and the business checking 


account number preprinted at the bottom of the check. 
 
3. Checks usually have preprinted check numbers in the right hand corner.  
 
4. Write the date you are writing the check. 
 
5. The name of the person or business you are paying goes on this line.  Be sure to 
      write clearly.  If  you are writing the check to get cash from your account, write the 
      word “cash” on this line. 
 
6. Write the amount of the check in numbers and decimals in this box.  
 
7. Write the amount of the check in words on this line.  Start as close to the left edge of  
      the line as possible and fill leftover space with a squiggly line. 
 
8. Use this line to keep track of the reason for writing the check. 
 
9. Sign your first and last name in cursive on this line.  Only properly signed checks  
      can be cashed. 


1087  


Pay to the 
Order of 


Dollars 


For 


_____________________ , 20_____ 


1 


6 


7 


8 
9 


2 


4 


3 Green To Go 


123 Garden Way 


5 


$ 


102006012                                                         2530301297   1087 
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Business Checking Worksheet 
 
Directions: Refer back to the Recording Business Transactions worksheet in your Student Guide.  
Using the checks below, write checks #1001—1009.  Fill in the date, the name of the business or person 
you are paying, the amount of the check, and make a note of what the check is for on the line available.  
Sign the check with your name. 


 


 


1001 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1002 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1003 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 
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Business Checking Worksheet # 2 
 


 


1001 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1002 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1003 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 
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Business Checking Worksheet # 3 
 


 


1001 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1002 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 


1003 


Pay to the 
Order of $ 


Dollars 


For 


_____________________ 20_____ 
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Business Checkbook Register 
 
  


Paid to? or Deposit Check 
Number 


Date  


For what reason? 
Balance Forward  


 Subtract check   - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 


 


Subtract check  - 


Add deposit  + 


   


 Balance  


 Subtract check  - 


Add deposit  + 


  


 


 


 Balance  
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Business Checkbook Register, page 2 
 


  


Paid to? or Deposit Check 
Number 


Date  


For what reason? 
Balance Forward  


 Subtract check   - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 Subtract check  - 
Add deposit  + 


   


 Balance  


 


 


Subtract check  - 


Add deposit  + 


   


 Balance  


 Subtract check  - 


Add deposit  + 


  


 


 


 Balance  
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Tips for Business Checking 
Writing a Check 
 Write in ink.  Pencil can easily be erased and amounts changed. 
 Use the correct date on the date line. 
 Clearly write the name of the person or business after "Pay to the order of." 
 Write the amount of the check in numbers next to the $. 
 Write the amount of the check in words on the second line.  Write the cents as a fraction 


over 100.  Example:  25 cents is written as 25/100.  Fill in unused space with a squiggly line 
so that the check cannot be altered by adding more words. 


 Sign the check only when it is completely filled out.   
 Use the “for” line to write what you paid for. 
 


Using the Checkbook Register 
 Record your checks and deposits immediately before or after you make them and keep the 


running total up to date to avoid overdrawing the account.  Know your balance at all times! 
 


Endorsing a Check 
 Do not endorse a check until you are ready to deposit it. 
 To deposit a check, use the restrictive endorsement "For Deposit Only," and then write your 


business name and account number. 
 


Making a Deposit 
 List the total of currency and separately list all checks you are depositing.  Record the 


customer's name and the amount of each check on the deposit slip so you will have a record 
of who has paid you. 


 Always get a receipt for your deposits and add the total of the deposit to your check register.  
Keep all receipts until you receive your next statement in the mail.  If there is a mistake you 
will need to show the bank your receipt so they can correct it. 


 


Safeguarding a Checking Account 
 Keep blank checks in a safe place like you would do with cash.  If checks are lost or stolen, 


notify the bank immediately and report the theft to police. 
 Never sign checks until they are completely filled out. 
 Destroy any remaining blank checks if you close your account. 
 When you receive new checks, make sure your account number and other information are 


correct. 
 Notify the bank immediately if you have a change of address. 
 Call the bank to stop payment on checks you have written that you think are lost or stolen.  


The bank usually charges a fee to do this. 
 If you make a big mistake while writing a check, write VOID across the front of the check, 


tear up it up and start over with a new one.  Write VOID in your checkbook register for the 
check number you discarded.  If the mistake is small, such as the date, draw a line through 
the error, write it correctly and initial any changes.  


 Cash or deposit checks as soon as possible.  State law requires you do so within 6 months, 
but as a rule of thumb, do not wait more than 30 days.  Do not accept checks that are more 
than six months old. 


 Do not endorse a check until you are ready to make a deposit. 
 Carefully review checks received from customers, verifying that the numerical and written 


amounts match and that the check is properly signed and dated. 
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Record Keeping Word Search 
 


P A T Q U J H I E W N Y L O B M F S A G X K
C V E U H C F A S S L K J G D E O I P P I N
C R N O W N E R S C A P I T A L O T C M S I 
B A C T N O T E P O K M B E Q L Q G H I O L 
E D P B E M I S C E L L A N E O U S L K J H
T V R D W E P H A N I B V K I P M E N G V A
N E P O E Q B J K M N S E I T I L I T U A M
R R E N T O J I K F F X M P L N H L J Y F T 
D T F C X Z Y U E M O C N I C A P P I T L S 
P I N O S Z E M Q U I M F J K L S P T V B O
I S M E R E N L U Y P V B W Y T G U H M F X 
T I N P T K B V I S I T I N S A H S O I B G
A N P U I L I S P W B I T M K J L D S Y C A
O G J K L G E C M M O N N E Y O U O S R E W
C C O U T N L L E N G Y D V C W N T V E N M
N B G Y R T D U N Y O P W Q E B A A N P I T 
O R Y S A L E S T A X E S A L N I U Y I A X 
P E T M V A S Q R V E L X T B N T T O T B S 
N O C E E B J K I A B F O P K L V O R Y A Y 
X T A E L K I G S P O K W Y L I F T R S N M
B P L A W A R D H T I W S R E N W O G Y D X 
O N R W E S D R A L T E N O W N R M Y O P B


 
Locate and circle the categories that are usually listed on a general recordkeeping 
journal: 
 
Advertising    Owners Capital   Utilities 
Auto     Owners Withdrawal 
Equipment    Rent 
Income    Sales tax  
Inventory    Supplies 
Miscellaneous   Travel 
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Choosing a Bank That’s Right for You 
 
Name of Bank: __________________________________________________ 
Date Visited: ____________________________________________________ 
Name of Person Contacted:  _______________________________________ 
(Attach business card) 
 
Branch information: 
 Branch nearest your home: ________________________________ 
 Branch nearest your school: _______________________________ 
 Number of branches: _____________________________________ 


Number of ATMs: ________________________________________________ 
Bank Hours: ____________________________________________________ 
Are your funds FDIC insured? ______________________________________ 
Types of accounts available: _______________________________________ 
______________________________________________________________ 
______________________________________________________________ 
Amount of initial deposit required: ___________________________________ 
 
Fees: 
 Must maintain a minimum daily balance of: ___________________ 
 Must maintain an average daily balance of: ___________________ 
 Monthly maintenance charge: _____________________________ 


Interest: 
 How much interest do you earn on your account? ______________ 
 How is interest calculated? ________________________________ 


Charges: 
 Printing checks________________________ 
 Bouncing checks_______________________ 
 Stopping checks_______________________ 
 Certifying checks_______________________ 


Balance inquiries: 
 At teller window________________________ 
 Over the Internet_______________________ 
 At ATMs_____________________________ 
 By phone_____________________________ 


Special services: 
 Internet banking_______________________ 
 Fund transfer by phone_________________ 
 Debit card____________________________ 
 Educational classes____________________ 
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Company Profiles 
 
Directions:  Create a separate income statement for each company.  Three blank sheets follow this page 
for you to use to create the income statements. Review the completed income statements and answer the 
questions at the bottom of the next page. 
 
 
Company A: Silvia’s Scarves 
Silvia purchases 100 hand painted scarves for $8 and sells them for $20 each.  Her 
total COGS is ____________________.  Her revenue is ________________. 
Silvia pays her friend a 15% commission on everything she sells.  This month her friend 
sold 45 of the 100 ties.  Therefore, Silvia paid her friend $_____________. 
 
Silvia’s monthly fixed costs are: 


 $25 for utilities (cell phone) 
 $100 for Salary (Silvia’s) 
 $45 for Advertising 
 $10 for Insurance 
 $0 for Interest 
 $35 for Rent (storage space) 
 $0 for Depreciation 
 


Silvia uses 20% to calculate her taxes. 
 
 
Company B:  Pedro’s Pet Care 
Pedro provides a pet-sitting and pet-walking service for dog and cat owners.  He sells 
his service in one-hour blocks for $18.  Pedro values his time at $8 per hour.  This 
month Pedro has sold 45 hours of service.  His total COSS is ______________.  His 
revenue is $____________________________.  Pedro pays his customers a $5 
referral fee for every customer they help sign up. This month he received 3 referrals.  
Therefore, Pedro paid out $ ___________. 
 
Pedro’s monthly fixed costs are: 


 $18 for Utilities (cell phone) 
 $0 for Salaries  (figured into COSS) 
 $10 for Advertising 
 $15 for Insurance 
 $0 for Interest 
 $0 for Rent 
 $0 for Depreciation 


 
Pedro uses 15% to calculate his taxes. 
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Company Profiles, page 2 


 
Company C: Gina’s Gems 
Gina designs and makes wooden bead and stone necklaces.  Gina sells each necklace 
for $25. This month she sold 60 necklaces.  She purchases her beads and stones and 
has determined that each necklace uses $4 in materials and supplies.  She pays herself 
$8 an hour.  Each necklace takes Gina 1.5 hours to make.  Her total COGS is 
______________.  Her total revenue is $____________________. 
 
Gina’s monthly fixed costs are: 


 $35 for Utilities  
 $0 for Salaries  (figured into COGS) 
 $40 for Advertising 
 $15 for Insurance 
 $15 for Interest (loan from mother) 
 $30 for Rent (space at local bead store) 
 $0 for Depreciation 


 
Gina uses 20% to calculate her taxes. 
 
 
 
1. Which business is doing the best?   How do you know? 
 
 
 
2. Which business’ gross profit represents the greatest percentage of sales?   


Note: Prove your answer by creating a percentage analysis for each company 
and use sales as 100%. 


 
 
 
3. List each business’ ROS: 
 
 


Sylvia’s Scarves: 
 
 


Pedro’s Pet Care: 
 
 


Gina’s Gems: 
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Income Statement Template 


 
Name of Company:      Time Period:   
 
Sales/Revenue: $________ 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:  $________ 
   Total Supplies:     ________ 
  Total Cost of Goods Sold:   $________ 
 
  Other Variable Costs: 
   Commission:    $________ 
   Shipping:      ________ 
  Total Other Variable Costs   $________ 
 
 Total Variable Costs:    $_______    _______ 
 
Gross Profit:         $_______ 
 
 Fixed Operating Costs 
   Utilities:    $________ 
   Salary:      ________ 
   Advertising:      ________ 
   Insurance:      ________ 
   Interest:      ________ 
   Rent:       ________ 
   Depreciation:      ________ 
   Other:       ________ 
  
 Total Fixed Operating Costs   $_______    _______ 
 
Profit:           $_______ 
 
 Taxes:           _______ 
 
Net Profit:          $_______ 
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Income Statement Template #2 


 
Name of Company:      Time Period:   
 
Sales/Revenue: $________ 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:  $________ 
   Total Supplies:     ________ 
  Total Cost of Goods Sold:   $________ 
 
  Other Variable Costs: 
   Commission:    $________ 
   Shipping:      ________ 
  Total Other Variable Costs   $________ 
 
 Total Variable Costs:    $_______    _______ 
 
Gross Profit:         $_______ 
 
 Fixed Operating Costs 
   Utilities:    $________ 
   Salary:      ________ 
   Advertising:      ________ 
   Insurance:      ________ 
   Interest:      ________ 
   Rent:       ________ 
   Depreciation:      ________ 
   Other:       ________ 
  
 Total Fixed Operating Costs   $_______    _______ 
 
Profit:           $_______ 
 
 Taxes:           _______ 
 
Net Profit:          $_______ 
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Income Statement Template #3 


 
Name of Company:      Time Period:   
 
Sales/Revenue: $________ 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:  $________ 
   Total Supplies:     ________ 
  Total Cost of Goods Sold:   $________ 
 
  Other Variable Costs: 
   Commission:    $________ 
   Shipping:      ________ 
  Total Other Variable Costs   $________ 
 
 Total Variable Costs:    $_______    _______ 
 
Gross Profit:         $_______ 
 
 Fixed Operating Costs 
   Utilities:    $________ 
   Salary:      ________ 
   Advertising:      ________ 
   Insurance:      ________ 
   Interest:      ________ 
   Rent:       ________ 
   Depreciation:      ________ 
   Other:       ________ 
  
 Total Fixed Operating Costs   $_______    _______ 
 
Profit:           $_______ 
 
 Taxes:           _______ 
 
Net Profit:          $_______ 
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Business Name:  
  


12-Month Income Statement 
 


 


 
 


 Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total Year 1 


Units Sold* 
 


             


Unit Selling Price* 
 


             


Sales/Revenue 
 


             


Total Cost of Goods 
Sold 


             


Total Other Variable 
Costs 


             


Total Variable Costs 
 


             


Gross Profit 
 


             


Total Fixed Costs 
 


             


Profit 
 


 
 


            


 Total Sales/Revenue = Units Sold x Unit Selling Price 


 Total Cost of Goods or Services Sold = Units Sold x Cost of Goods or Services Sold per Unit


 Total Other Variable Costs = Units Sold x Other Variable Costs per Unit 


 Total Variable Costs = Total Cost of Goods or Services Sold + Total Other Variable Costs 


 Gross Profit = Total Sales – Total Variable Costs 


 Total Fixed Costs = Total of USAIIRD 


 Profit/(Loss) = Gross Profit – Total Variable Costs 


 Taxes = Profit x .20 (estimated) 


 Net Profit = Profit – Taxes 


Less Taxes 
(20%) 
 
 
Net Profit 


 
 


* Units Sold and Unit Selling 
Price are not part of the 
Income Statement but when 
multiplied together give Total 
Sales/Revenue 
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Negotiation Situations 
 
Directions: In your group, brainstorm all the situations in which an entrepreneur may need to negotiate in 
order to do business.  For example, if an entrepreneur is renting space for his or her business, he/she 
may need to negotiate the terms of the building lease.   
 
Think of as many situations as possible! 







 


Entrepreneurship: Starting a Business 3.4 Protecting Your Business Page 100
 


Elements of a Contract 
 
A contract is a legally binding agreement between two or more persons or parties.  As 
an entrepreneur, you will enter into contracts as you start and operate your business.  
For a contract to be considered legally binding, certain elements must be included.  
These elements are: 
 
 
Agreement 


This occurs when there is a meeting of the minds.  Each party must be clear as 
to the essential details, rights and obligations of the contract. 
 


 
Consideration 


If the other party is to be held to the contract, you must give up something in 
exchange.  No party can have a free way out or the ability to obtain something of 
value without providing something in exchange.  Money is the most common 
form of compensation, but it can be property, giving up a right or valid claim, 
making a promise to do or not to do something or anything of value. 
 


 
Capacity 


For a contract to be valid, each party must have the capacity to enter into it.  
Most people and companies have the sufficient legal competency.  An 
intoxicated, drugged or mentally impaired person has impaired capacity and 
chances are a court may not hold that person to the contract.  Minors (i.e., 
usually individuals under eighteen) cannot generally enter into a binding contract 
without parental consent, unless it is for the necessities of life, such as food, 
clothing or student loan contracts. 


 
 
Legality 


Agreeing to perform an illegal or illicit act is not consideration and the contract is 
void. 
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Sample Contract 
 
Directions: Based on the issue assigned, your group will draw up a sample contract.  Pay close attention 
to the elements of a contract and be sure to include them in your sample contract. 
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Competition: Who Wins? 
 
Directions: Consider the role your group has been assigned.  Develop a strong argument supporting your 
viewpoint.  You will have approximately 5 minutes to state your viewpoint at the city council meeting.  
Once all parties have been heard, you will have approximately 3 minutes for rebuttal.  The city council will 
make a decision to either allow the big-box store to build or not.  Good luck! 
 
 
The scenario:  The community is a suburb of a metropolitan area.  Small businesses 
line the main street of the business district.  A big-box store has applied for a permit to 
build a superstore in an undeveloped area approximately one mile from the main part of 
town.  The city council is considering preliminary approval.  The small business owners 
are up in arms.  The big-box store considers this town to be a prime location.  The city 
council meeting is tonight. 
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So What’s a Little Sharing Among Friends? 
 
Directions: Consider the question: “Is it okay to download music from ‘free’ sites on the Internet or burn a 
CD for a friend?” 
 
Based on the role your group was assigned, develop either an affirmative position or a negative position 
and list your major reasons.  Develop a two-minute opening statement stating your group’s position.  In 
addition, develop a one-minute closing statement that is persuasive. 
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Unit 2: Assessment 
 


1. Define the terms brand, slogan and logo.  Explain the relationship and 
importance of these three to each other. Using one company as an example, 
explain the use of the brand, slogan and logo and the importance of all three for 
that company. 


 
2. Compare and contrast the four of the five forms of business ownership, (e.g. sole 


proprietorship). Considering your own personal style, which one suits you best 
and why? 


 
3. Define market segmentation and the difference between demographics and 


psychographics.  Give examples related to the school or the community. What 
are the implications of this data to local and future businesses? 


 
4. Define the difference between fixed and variable costs. Relate this information to 


recent articles or news casts addressing fixed and variable costs. How do these 
stories relate costs of goods sold and affect pricing of items? 


 
5. How do you calculate and maximize profit? What elements are involved in 


determining your gross profit? 
 


GRADING RUBRIC 
 
SCORE UNDERSTANDING 
4 Shows a sophisticated understanding of the relevant ideas or 


processes.  The concepts, evidence, arguments, qualifications 
made, questions posed and methods used are advanced going 
well beyond the grasp of the subject. 


3 Shows a solid understanding of the relevant ideas and processes.  
The concepts, evidence, arguments and methods used are 
appropriate for addressing the issues and problems.  There are 
no misunderstandings of key ideas or overly simplistic 
approaches. 


2 Shows a somewhat naïve or limited understanding of the relevant 
ideas or processes.  The concepts, evidence, arguments and 
methods used are somewhat simple, crude or inadequate for 
addressing the issues or problems.  Response may reveal some 
misunderstanding of key ideas or methods. 


1 Shows little understanding of the relevant ideas and issues.  The 
concepts, evidence, arguments and methods used are inadequate 
for addressing the issues and problems.  Response reveals major 
misunderstandings of key ideas or methods. 
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Unit 3: Assessment 
 


1. How would you finance a business?  What would you need to think about?  
 
 
 
 
 
 
 
 


2. As a hired financial consultant, you have been asked by the following two 
companies to analyze their income statements and make 
recommendations.  


 
Therefore, in a written proposal (memo format) make recommendations for 
each company separately. Consider what adjustments should be made to 
improve the bottom line and make the company more profitable. 
 


GRADING RUBRIC 
 
SCORE UNDERSTANDING 
4 Shows a sophisticated understanding of the relevant ideas or 


processes.  The concepts, evidence, arguments, qualifications 
made, questions posed and methods used are advanced. Writing 
conventions are observed and error free.  


3 Shows a solid understanding of the relevant ideas and processes.  
The concepts, evidence, arguments and methods used are 
appropriate for addressing the issues and problems.  There are 
no misunderstandings of key ideas or overly simplistic 
approaches. Conventions are observed and error free. 


2 Shows a somewhat naïve or limited understanding of the relevant 
ideas or processes.  The concepts, evidence, arguments and 
methods used are somewhat simple or inadequate for addressing 
the issues or problems.  Response may reveal some 
misunderstanding of key ideas or methods. Conventions may 
have some errors. 


1 Shows little understanding of the relevant ideas and issues.  The 
concepts, evidence, arguments and methods used are inadequate 
for addressing the issues and problems.  Response reveals major 
misunderstandings of key ideas or methods. Conventions have 
frequent errors. 


 
 







Income Statement Practice: Cindi’s Singing Grams 
 


Name of Company: Cindi’s Singing Grams  Time Period: March 
 
Sales/Revenue:          $600 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:             $360 
   Total Supplies:     $  35 
  Total Cost of Goods Sold:    $____ 
 
  Other Variable Costs: 
   Commission:       $30 
   Shipping:        $  0 
  Total Other Variable Costs      $15 
 
 Total Variable Costs:      $____      $____ 
 
Gross Profit:             $____ 
 
 Fixed Operating Costs 
  Utilities:         $18 
  Salary:                 0 
  Advertising:                 50 
  Insurance:             15 
  Interest:             0 
  Rent:              0 
  Depreciation:             0 
  Other:             0 
  
 Total Fixed Operating Costs        $____    $____ 
 
Profit:             $____ 
 
 Taxes: (15%, round up)          $____ 
 
Net Profit:             $____ 
 







Income Statement Practice: Marci’s Mad Hats 
 


Name of Company: Marci’s Mad Hats  Time Period: March 
 
Sales/Revenue:          $1,000 
 
 Variable Costs 
  Cost of Goods/Services Sold 
   Total Labor/Wage Costs:             $800 
   Total Supplies:     $400 
  Total Cost of Goods Sold:    $____ 
 
  Other Variable Costs: 
   Commission:       $50 
   Shipping:        $50 
  Total Other Variable Costs      $  0 
 
 Total Variable Costs:      $____      $____ 
 
Gross Profit:             $____ 
 
 Fixed Operating Costs 
  Utilities:         $35 
  Salary:                 0 
  Advertising:                 60 
  Insurance:             15 
  Interest:           15 
  Rent:            30 
  Depreciation:             0 
  Other:             0 
  
 Total Fixed Operating Costs      $____                 $____ 
 
Profit:               $____ 
 
 Taxes: (20%)                  $____ 
 
Net Profit:               $____ 
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