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Glossary of Terms 
 


Advertising The activity of attracting public attention to a product or 
business by paid announcements in print, broadcast or 
electronic media. 
 


BATNA Best Alternative to a Negotiated Agreement; enables one 
to determine what is a minimally acceptable agreement. 
 


Balance Sheet A financial statement that tells the condition of a 
business at a particular moment in time.  A balance 
sheet is like a picture of a business in that it illustrates 
the three important aspects of a business:  assets, 
liabilities and net worth.  
 


Benefit Aspects of a product, both tangible and intangible, that 
enhance the value of the product or service to a 
customer.  
 


Break-Even Analysis A calculation that determines the volume of sales 
required to earn a profit.  This calculation requires 
considering assumptions regarding pricing, variable 
costs and fixed costs. 
 


Break-Even Point The volume of sales that must be made in order to cover 
all expenses. 
 


Bundling A pricing strategy in which services or products are 
combined together for one price as opposed to having 
the customer pay for each individual part of the service 
or product.  
 


Buying Process A series of mental steps that a customer goes through 
when making a purchase. 
 


Cash Budget A budget that shows the projections of cash coming in 
and going out. The budget shows estimated cash flow, 
actual cash flow and the difference between the two.   
 


Cash Inflow Cash coming into a business. Examples include sales of 
a product or service, loan or credit card proceeds, asset 
sales and owner investments. 
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Cash Outflow Cash going out of a business. Examples include 
business expenditures, loan or credit card repayment, 
asset purchases and owner withdrawals.   
 


Cause-Related 
Marketing 


The process of associating a business with a charitable 
cause to gain joint publicity and awareness for that 
cause and the company. 
 


Character An individual’s reputation based on self-discipline, 
courage and ethics; knowing what is right and acting on 
it; and the inherent complex of attributes that determine a 
person’s moral and ethical actions and reactions. 
 


Code of Ethics A level of ethical behavior demanded by an individual, a 
business, a culture or a society.  
 


Competition-Based 
Pricing 


A pricing strategy that seeks to meet or beat the 
competition’s price. 
 


Consumer Analysis The process of understanding the customer in an effort 
to effectively meet customer demand. 
 


Consumer Credit Loans provided by banks and credit unions to 
consumers.   
 


Contribution Margin Sometimes mistakenly referred as the profit per unit. The 
“profits” of units sold have to first contribute to paying 
fixed costs. 
 


Corporate Social 
Responsibility 


The manner in which companies effectively manage their 
business processes to produce an overall positive impact 
on society. Also, the idea the business should not 
behave amorally, but behave in such a manner that will 
contribute to the overall welfare of their communities and 
acting with concern and sensitivity, aware of the 
company’s actions on others, particularly the 
disadvantaged.  
 


Cost-Based Pricing A pricing strategy that uses the wholesale cost of an item 
as the basis for the price charged.  Choices are a 
markup price or a markdown price.  Businesses usually 
use a set percentage to determine the markup or 
markdown price. 
 


Cost of Goods Sold Direct costs of labor and materials involved in a 
business.  
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Current Ratio Compares current assets with current liabilities and 


indicates the ability of the business to pay its bills.  
 


Customer Service The degree of assistance and courtesy granted to 
individuals who patronize a business or organization. 
 


Cyclical A type of cash flow that means the amount of cash 
flowing in may depend on the time of the year.  
 


Debt Ratio Measures the percentage of total dollars in the business 
provided by creditors.   
 


Demand-Based Pricing A pricing strategy that surveys potential customers to 
discover what they would be willing to pay for the product 
or service.  The highest price identified is the highest 
price that can be charged. 
 


Elasticity The ability of a product to rise or fall in price, even 
slightly, to cause dramatic shifts in demand for that 
product.  An example of an elastic product is oil. 
 


Ethics The study of values that examine how we ought to live.  
A set of moral principles. 
 


Ethos Character.  The primary definition is one’s distinguishing 
attitudes and beliefs that define who they are as a 
person.  A secondary definition is one’s concern for the 
community.   
 


Feature A distinctive aspect, quality or characteristic of a product 
or service. 
 


Fixed Costs Expenses that do not change from month to month over 
a given period of time to maintain business operations.  
Examples of fixed costs include utilities, salaries, 
advertising and rent. 
 


Gross Profit Profit prior to operating expenses being deducted.  
 


Gross Sales The dollar amount of all sales, including returns. 
 


Keystoning A pricing strategy that doubles the wholesale price to 
arrive at a retail price. 
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Leader A person who is committed to changing an organization 
through their influence and developing a shared vision 
throughout an organization.  
 


Manager A person who is tasked with the maintenance of an 
existing organization.  
 


Markdown Lowering prices on a product or service in order to 
encourage sales of that product or service. 
 


Market Analysis The process of reviewing your target market by location, 
population, personality, behavior and income in an effort 
to segment the market into smaller groups. 
 


Market-Driven The state of a company being externally focused in order 
to understand market dynamics and consumer needs.  
This process allows a business to identify business 
opportunities and capitalize on those opportunities. 
 


Marketing Activities that businesses perform to create a presence 
in the marketplace and exchange goods and services for 
money. 
 


Marketing Mix A business concept that blends the four marketing 
elements of product, place/distribution, price and 
promotion used to reach a target market. 
 


Markup An amount added to the cost of an item to cover 
expenses to ensure a profit. 
 


Media Release A common term used for a press release. 
 


Mission Statement A set of sentences that describe a company’s function, 
markets and competitive advantages. Also, a short 
written statement of business goals and philosophies. 
 


Morals The practical application of ethical principles. Accepted 
standards of right and wrong that are often applied to 
personal behavior.  
 


Negotiate To discuss with a view of reaching an agreement.  
 


Net Sales The dollar amount of all sales after returns have been 
subtracted.  
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Nonprofit Organization These organizations are not prohibited from making 
profits, but have limitations placed on what to do with 
profits.  Excess revenue, or profit, is placed back into the 
organization to continue developing the programs that 
provide for the public good.  Profits do not go to 
shareholders and they are not divided among employees 
of the organization.   
 


Order-Getter A salesperson seeking to actively provide information to 
prospects, persuade those customers and close sales. 
Order-getters are often associated with providing 
benefits to customers and engage in problem solving.   
 


Order-Taker A salesperson that processes the purchase the customer 
has already selected.  
 


Overhead Expenses Costs incurred to operate a business, such as utilities, 
salaries, advertising, rent and insurance. 
 


Penetration Pricing A pricing strategy where the price for products or 
services is set artificially low in order to gain market 
share.  Once this is achieved, the price is increased. 
 


Personal Selling The process of making oral commercial representations 
during a buyer/seller interview situation through direct, 
face-to-face communication between buyer and seller.  
 


Philanthropy Voluntary giving by an individual or group to promote the 
common good.  Philanthropy can also mean to 
voluntarily give of your time, talent and treasure.  
 


Pilferage Stealing of inventory by employees or customers, which 
is a particular form of shrinkage.  
 


Place One of the four marketing mix components.  Also 
referred to as distribution and is the process of deciding 
where and how a company will distribute its products or 
services. 
 


Positioning The process of placing a product in certain markets to 
obtain a desired customer response. 
 


Press Release A message to the media describing the who, what, when, 
where and why information for a particular event or 
announcement. 
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Product Mix The combination of different products and services that 
are sold to meet or create consumer needs. 
 


Promotion One of the four marketing mix components.  The 
combined efforts of advertising and publicity. 
 


Promotional Pricing A pricing strategy that uses promotions such as “Buy 
One Get One Free.” 
 


Psychological Pricing A pricing strategy that seeks a customer response based 
on emotion.  “Price Point Perspective” is an example of 
this type of strategy. For example, pricing an item at 
$9.99 rather than $10.00. 
 


Publicity Attempting to manage the public's perception of a 
subject by seeking favorable media coverage. 
 


Quick Ratio A measure that indicates whether a company is liquid 
without having to depend on inventory.  
 


Revenue Money that comes from generating sales. 
 


Secured Loan A loan that is backed by a product.  For example, a car is 
the collateral for a car loan, which means the bank can 
repossess the car if the loan is not repaid.  
 


Selling Process The routine of thinking like a customer, having the 
qualities necessary for sales and understanding the 
benefits and stretch benefits.  
 


Shrinkage Unexplained disappearance of inventory due to loss or 
theft.  
 


Skimming A pricing strategy that seeks to charge a high price 
during a product’s introductory stage when the product is 
new and there is little or no competition. 
 


Time-Based Pricing Using the amount of time it takes to complete a service 
to determine the price of that service. 
 


Trade Credit An arrangement to buy goods or services on account 
without making immediate cash payment.   
 


Unique Selling Position 
(USP) 


The process of analyzing a competitor’s offers in order to 
identify what is unique about yours. 
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Unsecured Loan Loans that are granted based on a consumer’s credit 
history of repayment.  Most credit cards are unsecured 
forms of loans.  
 


Use of Debt A measure that looks at total liabilities compared to 
owner’s equity or owner’s net worth. 
 


Values Standards, beliefs or ideals that serve as guides by 
which we live and make decisions. 
 


Value Pricing A pricing strategy that seeks to find the balance between 
quality and price in an effort to give customers the value 
they seek.  This pricing approach is not the same as 
setting the cheapest price. 
 


Variable Costs Expenses that vary according to the volume of 
production.  Two examples of variable costs are 
materials and labor. 
 


Working Capital The amount of cash a business needs to carry on its 
daily operations.   
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To Lead or Not… 
(Adapted from Learning to Lead, Pat Helm) 


 
Directions: Not everyone desires to lead.  Many capable, valuable individuals prefer to be excellent 
managers.  These individuals would rather “follow” as a manager.  Businesses need both leaders and 
followers to be successful and competitive in the marketplace.  Read through the statement at both ends 
of the scale and then circle the number that best indicates where you belong.  Remember, there are no 
right or wrong answers!  This is all about YOU! 
 


HIGH                                            LOW 
I can be both a great 
manager and still have 
time to lead 


10 9 8 7 6 5 4 3 2 1 I am satisfied with 
being a good manager. 
 
 


I love to plan for long-
term goals. 


10 9 8 7 6 5 4 3 2 1 I take one day at a 
time. 


 
I enjoy taking risks in 
everything I do. 


10 9 8 7 6 5 4 3 2 1 I avoid risks whenever 
possible. 


 
While it’s challenging to 
discipline others, I don’t 
mind doing it. 
 


10 9 8 7 6 5 4 3 2 1 I do not enjoy having to 
discipline others. 


I am a very good 
communicator. 


10 9 8 7 6 5 4 3 2 1 I feel that my 
communication skills 
are ok. 


 
I aspire to be a leader. 10 9 8 7 6 5 4 3 2 1 I am comfortable being 


a follower. 


 


I enjoy making tough 
decisions. 


10 9 8 7 6 5 4 3 2 1 Decisions can be both 
frustrating and scary. 


 
I always seek more 
responsibility. 


10 9 8 7 6 5 4 3 2 1 I do not look for added 
responsibilities. 


 
I work best under 
pressure. 


10 9 8 7 6 5 4 3 2 1 Pressure is not for me. 


 
I pride myself on my 
positive attitude. 


10 9 8 7 6 5 4 3 2 1 My attitude depends on 
the day of the week. 


 


 
Total   
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What Type of Leader are You? 
 
Directions: Answer the following questions; keeping in mind what you have done, or think you would do in 
the situation described.  Place a check mark in the column that best reflects you. 
 
                Yes        No 
1. Do you enjoy the authority leadership brings?   
2. Generally, do you think it is worth the time and effort for a supervisor to 


explain the reasons for a decision or policy before putting the policy into 
effect? 


  


3. Do you tend to prefer the planning functions of leadership, as opposed 
to working directly with your employees? 


  


4. A stranger comes into your work area, and you know the person is a 
new employee.  Would you first ask, “What is your name?” before you 
introduce yourself? 


  


5. Do you keep your employees totally up-to-date on developments 
affecting the work group? 


  


6. Do you find that in giving out assignments, you tend to state the goals, 
and leave the methods up to your employees? 


  


7. Do you think leaders should keep aloof from employees, because in the 
long run familiarity breeds lessened respect? 


  


8. It comes time to decide about a company event.  You have heard that 
the majority prefer to have it on Wednesday, but you are pretty sure 
Thursday would be better for all concerned.  Would you put the 
question to a vote rather than make the decision yourself? 


  


9. If you had your way, would you make communications an employee-
initiated affair, with personal consultations held only at their request? 


  


10. Do you find it fairly easy to give low ratings on employee evaluation 
forms? 


  


11. Do you feel that you should be friendly with your employees?   
12. After considerable time, you determine the answer to a tough problem.  


You pass along the solution to your employees who provide you with 
evidence that the answer is not a valid solution.  Would you be annoyed 
that the problem is still unsolved, rather than become upset with the 
employees? 


  


13. Do you agree that one of the best ways to avoid problems of discipline 
is to provide adequate punishment for violation of rules? 


  


14. Your way of handling a situation is being criticized by your employees.  
Would you try to sell your viewpoint, rather than make it clear that, as 
the supervisor, your decisions are final? 


  


15. Do you generally leave it up to your employees to contact you, as far as 
informal day-to-day communications are concerned? 


  


16. Do you feel that everyone in your work group should have a certain 
amount of personal loyalty to you? 


  


17. Do you favor the practice of using task force teams and committees, 
rather than making decisions alone? 


  


18. Some experts say differences of opinion within work groups are 
healthy; others feel they indicate basic flaws in the management 
process.  Do you agree with the first view? 
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What Type of Leader are You? 
Scoring 


 
Directions: On the scoring matrix below, place a check mark next to each question you answered “Yes.” 
Add up the checks for each column and write the total in the appropriate space. 
 
 
 


Scoring Matrix 
 


1.____ 2.____ 3.____ 
4.____ 5.____ 6.____ 
7.____ 8.____ 9.____ 


10.____ 11.____ 12.____ 
13.____ 14.____ 15.____ 
16.____ 17.____ 18.____ 


   
Directive total       _____ Participative total _____   Free-rein total     _____ 
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Leadership Styles 
 


Directive Style Participative Style Free-Rein Style 
 


 
 


Maximum use of Authority 
by the Leader 


 Maximum Area of Freedom 
of the Employee 


 
Leader decides what is to 
be done and how it is to be 
done, and presents the 
decision to employees, 
allowing no questions or 
opposing points of view. 
 
Leader attempts to 
convince employees of the 
‘rightness’ of decisions. 
 
 
 


DIRECTIVE STYLE 
(Leader-centered decision 


making) 


 
Leader announces 
principles and sets forth 
methods of decision 
making, yet permits ideas, 
questions and discussion 
from employees. 
 
Leader presents a problem, 
asks for employees’ ideas 
and makes final decision 
based upon their input. 
 
 


PARTICIPATIVE STYLE 
(Leader and employee 


shared decision making) 


 
Leader presents problems 
with some boundaries and 
lets employees make final 
decisions. 
 
 
 
Leader gives employees as 
much freedom as s/he has 
to define problems and 
make decisions. 
 
 


FREE-REIN STYLE 
(Employee-centered 


decision making) 
 
There are eight points to remember about styles of leading and following: 
 


1. Styles of leading and following are usually the same. 


2. Styles of leading and following are shaped by experience. 


3. Leaders have been successful along all points of the continuum. 


4. There is no universally effective style of leading and following. 


5. Leaders and followers who are constantly effective are sensitive to the 
various needs of others and the demands of the situation. 


6. Confusion and frustration usually result if someone behaves on a different 
point of the continuum than others expect. 


7. If styles of leading and styles of following conflict, extra patience and 
communication are needed. 


8. Different types of followers relate to different styles of leadership. 
Source: How to Choose a Leadership Pattern, Harvard Business Review. 
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It’s Time to Hire! 
 
Directions: There’s a new catering business in town that is very successful and needs to hire.  The 
entrepreneur who started the business is looking for a professional human resource consulting team to 
provide a detailed employee recruitment plan.  Your team would really like to get this entrepreneur as a 
new client!   To win this contract you will have to outline a 7-step plan.  Go for it! 
 


Recruitment Plan 
 
Step 1: 
 
 
 
 
Step 2: 
 
 
 
 
Step 3: 
 
 
 
 
Step 4: 
 
 
 
 
Step 5: 
 
 
 
 
Step 6: 
 
 
 
 
Step 7: 
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Timing is Everything 
 
Directions: Read each statement and write “A” if you agree, or “D” if you disagree with the statement.  
Give your first reaction without analyzing it.  
 
 
___ 1. One should always be doing something. 


___ 2. I have enough time to do what is important. 


___ 3.   Structuring time makes you rigid. 


___ 4. S/he who hesitates is lost. 


___ 5. People who are the most active get the most done. 


___ 6. A stretch break is usually a waste of time. 


___ 7. There is nothing more important in your life than your time. 


___ 8. It is better to postpone doing something now to get satisfaction of a greater 
degree from doing it better later. 


___ 9. The more efficient you are, the more effective you will be. 


__ 10. By doing jobs yourself, they get done better and faster. 


__ 11.  It is better to put off making a big decision as long as possible. 


__ 12. The harder you work, the more you get done. 


__ 13.  Planning for the future destroys spontaneity. 


__ 14.  Time management means being able to achieve more and more in less and 
less time. 


__ 15. To master your time is to master your life. 


__ 16. I have so much to do that I come to school even if I don’t feel well. 


__ 17.  Sitting and doing nothing is a waste of time. 


__ 18.  The higher up the ladder you climb, the more valuable your time is. 


__ 19.  People who do not concern themselves with time are more relaxed and free. 


__ 20.  Work before play. 
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It’s All About Scheduling 
 
Directions: Think about what hours of the day, days of the week, and months of the year you will be operating your in-school business.  Think 
about the number of staff you will need to efficiently run your business during those times.  Now, create a daily and weekly schedule.  Write the 
time of day in the Time column.  Under the specific day, put the number of workers needed for each hour of operation on the proper Time line.   
 
Example 
Time Sunday Monday Tuesday Wednesday Thursday Friday Saturday 
8:00 a.m  0 2 4 2 4 5 0 
 
 
Time Sunday Monday Tuesday Wednesday Thursday Friday Saturday 
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How Time Flies… 
 
Directions: Where does time go?  One of the best ways to answer that question is by keeping a Personal 
Time Log.  Pick four consecutive days and record your activities at least every hour.  Be specific.  Be 
honest (this is for your use only!).  Write a quick comment about each activity (e.g., Did it take longer than 
expected?  Were you interrupted?).  At the end of the day determine if this was a typical day, busier than 
usual or not as busy. 


My Personal Time Log 
Day of Week : S M T W TH F S  (Circle one)             Date: 
Time           Activity Comments 


7:00  
 


8:00  
 


9:00  
 


10:00  
 


11:00  
 


12:00  
 


  1:00  
 


  2:00  
 


  3:00  
 


  4:00  
 


  5:00  
 


  6:00  
 


  7:00  
 


  8:00  
 


  9:00  
 


10:00  
 


Today was: Most of my time was spent ___________________ 
�� Typical   ___________________________________________ 
�� Busier   ___________________________________________ 
�� Less Busy 
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How Time Flies… 
 
Directions: Where does time go?  One of the best ways to answer that question is by keeping a Personal 
Time Log.  Pick four consecutive days and record your activities at least every hour.  Be specific.  Be 
honest (this is for your use only!).  Write a quick comment about each activity (e.g., Did it take longer than 
expected?  Were you interrupted?).  At the end of the day determine if this was a typical day, busier than 
usual or not as busy. 


My Personal Time Log 
Day of Week : S M T W TH F S  (Circle one)             Date: 
Time           Activity Comments 


7:00  
 


8:00  
 


9:00  
 


10:00  
 


11:00  
 


12:00  
 


  1:00  
 


  2:00  
 


  3:00  
 


  4:00  
 


  5:00  
 


  6:00  
 


  7:00  
 


  8:00  
 


  9:00  
 


10:00  
 


Today was: Most of my time was spent ___________________ 
�� Typical   ___________________________________________ 
�� Busier   ___________________________________________ 
�� Less Busy 
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How Time Flies… 
 
Directions: Where does time go?  One of the best ways to answer that question is by keeping a Personal 
Time Log.  Pick four consecutive days and record your activities at least every hour.  Be specific.  Be 
honest (this is for your use only!).  Write a quick comment about each activity (e.g., Did it take longer than 
expected?  Were you interrupted?).  At the end of the day determine if this was a typical day, busier than 
usual or not as busy. 


My Personal Time Log 
Day of Week : S M T W TH F S  (Circle one)             Date: 
Time           Activity Comments 


7:00  
 


8:00  
 


9:00  
 


10:00  
 


11:00  
 


12:00  
 


  1:00  
 


  2:00  
 


  3:00  
 


  4:00  
 


  5:00  
 


  6:00  
 


  7:00  
 


  8:00  
 


  9:00  
 


10:00  
 


Today was: Most of my time was spent ___________________ 
�� Typical   ___________________________________________ 
�� Busier   ___________________________________________ 
�� Less Busy 
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How Time Flies… 
 
Directions: Where does time go?  One of the best ways to answer that question is by keeping a Personal 
Time Log.  Pick four consecutive days and record your activities at least every hour.  Be specific.  Be 
honest (this is for your use only!).  Write a quick comment about each activity (e.g., Did it take longer than 
expected?  Were you interrupted?).  At the end of the day determine if this was a typical day, busier than 
usual or not as busy. 


My Personal Time Log 
Day of Week : S M T W TH F S  (Circle one)             Date: 
Time           Activity Comments 


7:00  
 


8:00  
 


9:00  
 


10:00  
 


11:00  
 


12:00  
 


  1:00  
 


  2:00  
 


  3:00  
 


  4:00  
 


  5:00  
 


  6:00  
 


  7:00  
 


  8:00  
 


  9:00  
 


10:00  
 


Today was: Most of my time was spent ___________________ 
�� Typical   ___________________________________________ 
�� Busier   ___________________________________________ 
�� Less Busy
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Benefits = Solutions = Sales 
 


Directions: Keep in mind that benefits are the positive results of your product from the customer’s 
viewpoint.  Product benefits are typically things such as “works faster, costs less or lasts longer.”  To 
really speak from the customer’s vantage point, you need to stretch the benefits.  Stretch benefits are 
usually benefits stretched to the end result for your customer such as “save time, save money or feel 
better.” 
 
For each product, list the features, benefits and stretch benefits. 
 
Product: iTunes card 
 
Features:  _________________________________________________________ 
 
  _________________________________________________________ 
 
Benefits: _________________________________________________________ 
 
  _________________________________________________________ 
 
Stretch Benefits: _______________________________________________________ 
 
  _________________________________________________________ 


 
Product: Cell phone with camera 
 
Features:  _________________________________________________________ 
 
  _________________________________________________________ 
 
Benefits: _________________________________________________________ 
 
  _________________________________________________________ 
 
Stretch Benefits: ______________________________________________________ 
 
  _________________________________________________________ 
 
Product: Student bus pass  
 
Features:  _________________________________________________________ 
 
  _________________________________________________________ 
 
Benefits: _________________________________________________________ 
 
  _________________________________________________________ 
 
Stretch Benefits: ______________________________________________________ 
 
  _________________________________________________________
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How Customers Make Decisions 
 
The buying process is a series of mental steps that a customer goes through when 
making a purchase.  In some cases, it’s possible that the customer is not fully conscious 
of each step. 
 
 
Step 1: Do I have a need or an unresolved problem? 
 
Step 2: Whom can I trust? 
 
Step 3: What is my current situation and what are my options? 
 
Step 4: What is the best solution and does it solve my problem? 
 
Step 5:  What is my next step? 
 
Step 6: Is this relationship worth it? 
 
 
 
Think back to the process you used to make your most recent purchase, do you recall 
mentally going through these six steps? 
 
 
Did you use a different process?  Describe your buying process: 
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Not Just Anyone Can Sell 
 
Directions: Take a few moments to brainstorm the qualities you think are necessary to be successful in 
sales.  Jot down all the ideas that come to mind—suspend judgment for the time being.  Then go back 
through your list and discuss the merits of each idea.  Your group must reach consensus on six qualities. 
 
List the six qualities at the bottom of the page in the space provided. 
 
 
Brainstorm qualities that you think salespeople need to possess: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Reach consensus and list the six qualities you all agree are important for 
someone to possess in order to be successful in sales: 


 
1. _______________________________ 


2. _______________________________ 


 3. _______________________________ 


4. _______________________________ 


5. _______________________________ 


6. _______________________________ 
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Selling Process 
 
While there are many variations on the theme of selling, effective sales people agree that every sale 
involves a series of steps.  Some salespeople use a 6-step process; some use an 8-step process and so 
on.  Some salespeople use a different number of steps depending upon whether they are making a sales 
call to the customer versus having the customer walk into their business.   Listed below are ten steps in 
the selling process.  As you read through them, you’ll be able to determine which steps you might not use 
based on the circumstances.  However, you’ll have a solid process to follow in any situation. 
 


1. Prospecting.  Prospecting is actually looking for new customers.  Current 
customers can provide referrals through a survey or word of mouth.  Prospects 
can be found by “cold calling” on individuals or groups you have had not contact 
with or who do not know anything about your business. 


2. Pre-approach.  Before you make a sales call on a prospect, you’ll want to 
research that individual—gather information about his/her needs and wants, what 
products he/she is currently using and so on. 


3. Approach.  This is your first contact with the customer.  You should keep three 
things in mind: 1) first impressions count and you must be friendly and 
professional, 2) your approach should invite open communication and 3) you 
must establish yourself as the person who knows the product and the customer.   


4. Listening.  If you are going to determine the customer’s wants and needs, you 
will need to be a great listener.  This is your opportunity to gather important 
information that will help you close the sale, so be quiet and listen up. 


5. Presentation.  Here’s a chance to share your passion for the product and to 
stretch the benefits!  Depending upon the product, this is a great time to 
demonstrate the product. 


6. Overcoming Objections.  If you have been listening, you may have already 
heard the customer voice objections.  If you have not heard any objections, you 
should anticipate objections and be ready to provide additional information about 
the product.  Be honest if your product doesn’t meet the customer’s stated 
need—honesty breeds trust. 


7. Call to Action.  It’s time to ask for a commitment.  Sometimes, you need to 
attempt several trial calls to action, such as, “Will this be cash or charge?” or 
“Would you like us to deliver this or do you want to pick it up?”  Do not force the 
sale. 


8. Suggestion Selling.  Once the customer makes a commitment, suggest 
additional items to go with the product.  You’ve probably heard this example of 
suggestion selling, “Would you like fries and a drink with that burger?” 


9. Follow–up.  Guess what?  The selling process is not over until you are sure that 
the customer is satisfied with the purchase.  Follow-up might consist of calling 
the customer to make sure the product was delivered.  You might make a point of 
contacting the customer a few weeks after the purchase to see if the customer is 
satisfied with the product. 


10. Referral.  Word of mouth is a power-advertising tool.  Make it worthwhile for 
customers to refer potential customers.  You could offer discounts, gift 
certificates or a referral bonus. 
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Sale or No Sale 
 
Directions: Think about the principles of successful selling that you have reviewed in class.  Refer back to 
the ten steps listed on the Selling Process information page.  Now, prepare a 2-minute sales pitch for 
one of the products you will be selling in your in-school business. 
 
 
 
Product:  ___________________________________________ 
 
 
Features:  ___________________________________________________ 
  ___________________________________________________ 


___________________________________________________ 
___________________________________________________ 


  ___________________________________________________ 
  ___________________________________________________ 


___________________________________________________ 
___________________________________________________ 


 
 
Benefits: ___________________________________________________ 


___________________________________________________ 
___________________________________________________ 


  ___________________________________________________ 
  ___________________________________________________ 


___________________________________________________ 
___________________________________________________ 


  
 
 
Sales Pitch:
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Dirty Word List 
 
Directions:  First, read through the dirty words—how do you feel when you hear these words?  Now, think 
of how you can turn these dirty words into words that help move a sale to a positive conclusion.  The first 
fast and friendly substitute has been provided to get you started.  Hint:  It’s possible that some of your fast 
and friendly substitutes can be used more than once. 
 


DIRTY WORDS FAST AND FRIENDLY SUBSTITUTES 
 
“You have to…” 
 
“You should have…” 
 
“I’ll try…” 
 
“You made a mistake…” 
 
“Your complaint…” 
 
“Your problem…” 
 
“You can’t…” 
 
“We can’t…” 
 
“As soon as possible…” 
 
“I’m just…” 
 
“There’s nothing I can do” 
 
“Why didn’t you…” 
 


 
“Will you please…” 


 
In addition to the dirty words listed above, consider the following inflammatory words 
and suggest alternative words that might diffuse a situation: 
 


Avoid saying: Instead say: 
if  
but  
help  
deal  
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Would You Buy From This Person? 
 
Directions: Read each salesperson’s approach.  Look at each salesperson’s approach from the 
customer’s perspective.  Decide which salesperson you would be most likely to buy from and explain your 
reasoning.  In addition, explain any differences in the three approaches.   
 
 


The Hunting Jacket 
 


Fred’s Approach: 
Ralph walks into the store and asks to be directed to the hunting jackets.  Fred 
immediately walks Ralph over to the rack with jackets and says, “Here’s one that’s 
water-repellent, bright orange and fleece-lined for $169.95.  Just the ticket!” 
 
 
Tom’s Approach: 
Ralph walks into the store and asks to be directed to the hunting jackets.  Tom grabs 
Ralph’s arm and steers him to the rack of jackets and says, “This hunting jacket is top of 
the line and it’s water-repellent so it’ll keep you dry.  It’s also bright orange so you won’t 
be mistaken for a deer and be shot at.  And, to top it off, it’s fleece-lined so it’ll keep you 
warm!” 
 
Eric’s Approach: 
Ralph walks into the store and asks to be directed to the hunting jackets.  Eric greets 
Ralph and says, “I’m glad you came in.  What do you hunt?”  Ralph explains that he 
hunts big game in Canada.  Eric escorts Ralph over to a rack of jackets and says, 
“That’s great.  I have the perfect jacket for you.  This one will keep you dry in a 
downpour because it’s coated with a water-repellent chemical.  And, you have a good 
chance of getting home to your wife and kids because it’s bright orange and you won’t 
be mistaken for a moose.  What’s more, it will keep you nice and warm in below-zero 
weather because it has two inches of fleece lining.  It’s a great investment at $169.95.  
May I help you try it on for size?” 
 
If you were Ralph, which person would you be most likely to buy from?  
Why? 
 
Explain any differences between the three salesmen’s approach: 
 
 
 
 
 
Do you have any advice for any of the salespeople?
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Would You Buy From This Person? 
 
Directions: Read each salesperson’s approach.  Look at each salesperson’s approach from the 
customer’s perspective.  Decide which salesperson you would be most likely to buy from and explain your 
reasoning.  In addition, explain any differences in the three approaches.   
 
 


The Digital Camera 
 
Sylvia’s Approach: 
Andrea walks in the store and looks confused.  Sylvia decides to wait and let Andrea 
wander around for a while.  Andrea approaches Sylvia and asks for help with selecting 
a digital camera.  Sylvia says, “You’ll love this one.  I have one just like it and it’s great.  
My pictures come out so good.  And if you’re an idiot like me, you don’t have to worry 
about the focus thing.” 
 
 
Jeanine’s Approach: 
Andrea walks in the store and looks confused.  Jeanine approaches Andrea and asks if 
there is something she could help Andrea with.  Andrea announces that she needs help 
selecting a digital camera.  Jeanine asks, “Is this for you or is it a gift?”  Andrea says 
that the camera is for her.  Jeanine says, “Oh, I’ve got a great camera that’s impossible 
to screw up.  It has all of the features that an expensive camera has, but it’s really 
inexpensive.  I sell a lot of these.  In fact, I’m the top salesperson in the store!” 
 
 
Felicity’s Approach: 
Andrea walks in the store and looks confused.  Felicity approaches Andrea and asks if 
there is something she could help Andrea with.  Andrea announces that she needs help 
selecting a digital camera.  Felicity asks, “Is the camera a gift or is it for you?”  Andrea 
says that the camera is for her. Felicity asks, “Is this your first digital camera?”  Andrea 
laughs, and says, “It’s not only my first digital camera, it’s my first ever camera!”  Felicity 
says, “Great!  I bought my first camera before digital and I had so many pictures that 
were out of focus and I spent a lot of money getting my film processed.  I bought a 
digital camera last year and have used it more than I ever thought I would.  Digital 
cameras are so convenient and you can decide right then and there if you want to keep 
the picture or if you need to retake the shot.  Do you have a price range in mind?” 
 
If you were Andrea, which person would you be most likely to buy from?  
Why? 
 
Explain any differences between the three saleswomen’s approach: 
 
 
 
Do you have any advice for any of the salespeople? 
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Stretching the Benefit 
 
Directions: You can develop your stretch benefit selling by picking up a common object you see every 
day, such as a roll of paper towels or CD, and describing each of its features.  Move on to the benefits 
and then stretch the benefits to the point of being silly to etch that thinking process into your mind.  
 
Once you have the feel of stretch benefit selling, complete the Stretch Benefit Selling Chart below to 
plan out an actual presentation of a specific product you want to sell. 
 
 


Stretch Benefit Selling Chart 
 


Product: ________________________________ 
 
Target Customer: _____________________________ 
 
I want my customer to: _________________________________ 


 
Features Benefits Stretch 


Benefits 
Stretch 
Benefits 


Specific to my 
Customer 
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How Do They Rate? 
 
Directions: Select three salespeople for observation.  Refer to the six qualities that you agreed were 
essential for salespeople to possess (Not Just Anyone Can Sell activity).  Rate each individual 
salesperson against the six qualities.  Add comments about the individual salesperson that you feel are 
important.  Put a “star” next to the salesperson you considered to be the best of the three. 
 
Salesperson #1 
Business name: _______________________________________________ 
 
Use the scale of 1 to 5, where 1 =absolutely possesses and 5 = no evidence of quality 
Quality 1 2 3 4 5 
1.      
2.      
3.      
4.      
5.      
6.      


Additional comments: 
 
 
Salesperson #2 
Business name; _______________________________________________ 
 
Use the scale of 1 to 5, where 1 =absolutely possesses and 5 = no evidence of quality 
Quality 1 2 3 4 5 
1.      
2.      
3.      
4.      
5.      
6.      


Additional comments: 
 
 
Salesperson #3 
Business name; _______________________________________________ 
 
Use the scale of 1 to 5, where 1 =absolutely possesses and 5 = no evidence of quality 
Quality 1 2 3 4 5 
1.      
2.      
3.      
4.      
5.      
6.      


Additional comments:
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You, the Customer 
 


Directions: Take a moment to reflect on your experiences as a customer.  In the top half of the box, 
answer the questions about one of your most frustrating customer experiences.  In the bottom half of the 
box, answer the questions about one of your most rewarding customer experiences. 
 
 
 


��Describe your most frustrating experience as a customer: 


��What could the service provider have done to improve your 
experience? 


��When did you reach the “point of no return”? 


 
 


��Describe your most rewarding experience as a customer: 


 �    What made this experience so pleasant? 
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What We Know About Service Quality 
 


Directions: Here are some startling facts about quality service and customer retention.  Fill in the blanks to 
discover what customer service experts already know! 
 
 
 


1. ____% of customers stop doing business with an organization because they are 
unhappy with the organization or are seeking a better product or service from a 
competitor. 


 
 


2. Only ____% of customers ever complain.  That means we may never hear from 
____% of our customers.  (Complainers are more likely to do business with us 
than non-complainers.) 


 
 
3. For every complaint we receive, there are ____ others with unresolved 


complaints or problems – 6 of which, on average, are serious problems.  Yet 
somewhere between ___ and ___ percent of complaining customers will do 
business with us again if their complaint is quickly and adequately resolved. 


 
 


4. A dissatisfied customer will tell up to ___ people about it.  One in 8 will tell up to 
____ people. 


 
 


5. It takes ____ positive incidents to make up for one negative incident. 
 
 


6. Happy customers, or customers who have their complaints resolved, will tell 
between ___ and ____ people about their positive experience. 


 
 


7. Customer service is governed by the rule of 10’s: If it costs $10,000 to get a new 
customer, it takes only ____ seconds to lose one, and ___ years to get over it or 
for the problem to be resolved.  We must work to keep our customers. 


 
 
 
 
 
 


 
Source:  Technical Assistance Research Programs Inc. 
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Customer’s Definition of Quality Service 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
 
Source: Texas A & M University 


 
 


Reliability     Responsiveness 


 


Assurance 


Empathy 


 
Tangibles 
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Your Customer’s Definition of Quality Service 
 
Directions: Think about your in-school business.  How can you meet your customer’s expectations and 
deliver quality customer service?  For each one of the factors listed, give an example of an activity that 
matches the factor and then think carefully about what you personally can do.  This is not a quick and 
dirty exercise!   
 
�� RELIABILITY 
 Customers want us to perform the services dependably and accurately. 
 Examples: 
 
 
 What I can do: 
 
 
�� RESPONSIVENESS 
 Customers want us to meet their needs with speed and initiative. 
 Examples: 
 
 
 What I can do: 
 
  
�� ASSURANCE 
 Customers want staff to be knowledgeable and courteous. 
 Examples: 
 
 
 What I can do: 
 
 
�� EMPATHY 
 Customers want to feel that we care and will give them individualized attention. 
 Examples: 
 
 
 What I can do: 
 
 
�� TANGIBLES 
 Customers care about the tangible product, or the service quality, information, 


and physical appearance of the business and the staff. 
 Examples: 


 
 


What I can do: 
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Nine Critical Beliefs… 
 
These nine critical beliefs are the basis for creating a customer-centered workforce at 
MBNA America.  The remarks were made by Charles Crawly, president and CEO at a 
National Quality Forum in 1989: 
 
 
 


First, set an unswerving goal of putting Customer Service above all 
other objectives. 


 
Second, tell everyone about it. 
 
Third, measure Customer Satisfaction daily—post the results and 
reward everyone when it is achieved. 


 
 Fourth, hire people who like people. 
 
 Fifth, let them know what to expect and what’s expected of them. 
 
 Sixth, educate people from the time they are hired. 
 


Seventh, create an environment that makes people feel good and 
supports their enthusiastic pursuit of Customer Satisfaction. 


 
 Eighth, treat people (employees) like customers. 
 
 Finally, think of yourself as a customer. 
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If I Were a Customer 
 
Directions: Think about your in-school business.  What if you were a customer?  What would you want?  
What are your service expectations?  Write a paragraph that begins, If I were a customer of the in-school 
business, I would want… 
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Negotiation Skills Inventory 
 
Directions: Circle the response that most closely describes how you behave with people with whom you 
work at the in-school business.  If you have not encountered the situation described, circle the response 
that most closely describes how you think you would behave. 
 
1. A person says something that makes no sense to you.  How do you respond? 
 


a. “That makes no sense to me!” 
b. “Would you repeat that, please?” 
c. Just let the person keep on talking. 


 
2. A co-worker angrily says, “Why, of all people in the world, do I have to work with 


you?”  How would you respond? 
 


a. “You owe me an apology right now!” 
b. Say nothing. 
c. “How did I offend you?” 


 
3. You are asked to complete an important project over the weekend but you 


already have plans with your friends.  What would you say? 
 


a. Do as requested and explain to your friends how important the project is. 
b. Tell everyone how unhappy you are and how your weekend is ruined. 
c. Ask if the project could be completed next week. 


 
4. A co-worker comes to work late almost every day.  You all agreed to be on time.  


What would you say? 
 


a. Nothing. 
b. “You’re not keeping your word to be here at 8:00 a.m. like everyone else.” 
c. “We need to sit down and talk about our agreement to open the business at 


8:00 a.m. every morning.” 
 
5. You disagree with a co-worker on an important issue.  What words would you 


use to establish your negotiating position? 
 


a. “I have no reason to budge on this issue.” 
b. “How can we meet your goals and mine?” 
c. “I’d be willing to compromise if you would.” 
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Negotiation Skills Inventory, cont. 
 
6. How do you usually search for solutions to disagreements? 
 


a. By finding out more about what we each want, and why. 
b. By finding out what others have done in a similar situation. 
c. By talking with my teacher/advisor. 


 
 
7. After an initial discussion, a mutually acceptable solution to an important issue is 


not reached.  What are you likely to do? 
 


a. Compromise. 
b. Get upset. 
c. Suggest more discussion. 


 
8. For no apparent reason, a person becomes angry with you.  What would be your 


initial assumption? 
 


a. It’s the other person’s problem. 
b. It must be something I did or said. 
c. The matter is best not talked about. 
 


9. In the heat of negotiation, sometimes we unintentionally hurt the other person’s 
feelings by our words or actions.  How do you find out if the other person’s 
feelings are hurt if he/she doesn’t tell you? 


 


a. By observing the other person and looking for nonverbal signs of discomfort. 
b. By paying attention to my words and actions. 
c. I’m not a mind reader and if the other person doesn’t say anything, it must not 


be a big deal. 
 


10. You realize that you have unintentionally hurt someone’s feelings.  What do you 
do? 


 


a. I apologize for my words or actions. 
b. I act as if it didn’t happen. 
c. I make up a white lie to cover it 


 
 
 
Adapted from: The Family Business Negotiation Skills Inventory, Anne L. Matz, M.A., and Milton Matz, Ph.D.
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When is it Hard to Listen? 
 


Directions: When is it hard for you to listen well?  Put another way; in what situations are you least 
successful in hearing what the other person is really saying? 
 
Describe those situations in which it is difficult for you to listen in the left hand column of the listening 
table below.  In the right hand column of the table describe those situations in which you tend to be an 
excellent listener.  Try to list a minimum of three conditions in each column. 
 
 


Listening Table 
 
It is difficult for me to listen when… It is easy for me to listen when… 
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20 Questions 
 


Directions: Developing a clarifying questioning technique is beneficial for increasing understanding of the 
other person’s perceptions.  Questions that begin with How, How come, What, Are you saying, Why, 
Where, or Could you, clarify and also give meaning to the other person’s concerns, situations or 
experiences. 
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Planning Your Strategy 
 
Directions: Think about an upcoming negotiation you might be involved in for your in-school business.  It 
might be with a supplier, school administrator, customer or co-worker.  Think about how you want to 
approach this negotiation and plan out a strategy using the following steps. 
 
 
 
1. Define the situation: _______________________________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
2. What do I want to accomplish? _______________________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
3. What am I willing to give up? _________________________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
5. What common issues might exist? ____________________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
6. What is the other person’s usual behavior? _____________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
7. How do I want to set the stage for this situation? ___________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
8. What environment will enhance our negotiation? _________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
 
9. Creative approaches? ______________________________________________ 
 ________________________________________________________________ 
 ________________________________________________________________ 
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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
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What’s the Business? 
 


Directions: Consider each company listed and write 1-2 sentences that describe what the business is all 
about. 
 


1. Target 
 
 
 
 


2. McDonald’s 
 
 
 
 


3. Home Depot 
 
 
 
 


4. PetSmart 
 
 
 
 


5. Denny’s 
 
 
 
 


6. Office Depot 
 
 
 
 
7. Chipotle 


 
 
 
 


8. Sports Authority 
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What’s the Business Definition? 
 
Directions: Read each example and complete the Business Definition Questionnaire for each example. 
 
Chocolate Bites is Tiffany’s first business venture.  She loves making chocolate-covered 
marshmallow bites, chocolate-covered peanut butter balls, chocolate brownie bites and 
chocolate cheesecake bites.  She decided to put her chocolates on Popsicle sticks so they 
would be easy to serve and you could eat them without a fork.  She thinks that parents would be 
interested in buying her products because they don’t leave a mess.  She is also considering 
talking to a few small restaurants in town that might be looking for something different for 
desserts.  She works out of an industrial kitchen where she rents space so she can comply with 
the city’s health code. 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 
 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
 
 


 
It’s All in the Details is Juan’s business that he owns along with his brother, Gabe.  The 
brothers started their business because they liked working on cars but couldn’t afford the 
equipment to set up a repair shop.  They realized that with a smaller budget they could set up a 
detailing operation in their uncle’s garage.  They offer fast and friendly service and they set their 
prices a little bit lower than their competitors.  They also offer to detail the car at the owner’s 
house if that’s more convenient for the customer.  They offer five different car fresheners to 
match the taste of their male and female customers. 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 
 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
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Competitive Advantage Analysis 
 
What is the business you will be running at school? 
 
 
 
What is the business definition for your business? 
 
1. The Offer: What products and services will be offered by the business? 


 
 
 


2. The Target: Which segment of the consumer market will the business focus on? 
 
 
 


3. The Delivery: How will the offer be produced and delivered to the target? 
 
 


 
Consider your competitors.  Conduct your own research and complete the table below: 
 
Competitor Price Location Strength Weakness 
     


 
 


     
 
 


     
 
 


     
 
 


 
 
 


    


 
 
Describe your business’s unique selling proposition: 
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Mission Statement Match 
 
Directions: Read each mission statement and place the number of the statement in the space next to the 
name of the company that matches the mission statement. 
 


Mission 
 


Company 


1. To be the world's best quick service 
restaurant experience.  Being the best means 
providing outstanding quality, service, 
cleanliness and value, so that we make every 
customer in every restaurant smile. 
 


 
 


____      Dow Chemical Company 
 
 


2. To enable and inspire customers to enjoy 
the daily pleasure of _______ by providing a 
distinctive, superior product, superior coffee 
and tea, knowledge and superior service to 
every customer, every day. 
 


 
____      McDonald’s 


 
 


 
3. To provide the highest level of service, the 
broadest selection of products and the most 
competitive prices. 
 


 
____        Denny’s 


4. To give ordinary folk the chance to buy the 
same thing as rich people. 
 


 
____        Peet’s Coffee & Tea 


5. To profitably grow the company by 
providing our guests with great food, service 
and hospitality in a clean, comfortable 
restaurant, 24 hours a day. 
 


 
____        Office Depot   


6. To be the most successful office products 
company in the world. 
 


 
____      Starbucks           


7. To make people happy. 
 


____      Wal-Mart 
 


8. To constantly improve what is essential to 
human progress by mastering science and 
technology. 
 


 
____      Home Depot 


 


9. To establish our company as the premier 
purveyor of the finest coffee in the world while 
maintaining our uncompromising principles as 
we grow. 
 


 
____       Walt Disney 
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Writing the Mission Statement 
 


Directions: Review the following information and answer the questions to help you write a mission 
statement for your business. 
 
 
According to the renowned leader in management, Peter Drucker, the suggested criteria 
for an effective mission statement are that it:  
 


• Is short and sharply focused  
• Is clear and easily understood  
• Defines why we do what we do; why the organization exists  
• Is sufficiently broad  
• Provides direction for doing the right things  
• Addresses our opportunities  
• Matches our competence  
• Inspires our commitment  
• Says what, in the end, we want to be remembered for  


 
 
Refer back to the Competitive Advantage Analysis worksheet and review your 
business definition.  Ask yourselves the following questions: 
 


1. What do we do?  
 
 


2. How do we do it?  
 
 


3. For whom do we do it? 
 
 
 
To create your mission statement, first identify your business’s Unique Selling 
Proposition (USP).  This is the idea or approach that will make your business stand out 
from its competitors, and is the reason that customers will come to you and not your 
competitors. 
 
 
Write your mission statement below: 
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Looking for Answers 
 
Directions: Take time to think through your responses to the questions below.  You may have to do some 
research before you can answer a question.  Remember that the answers will help you develop an actual 
business plan and will guide you as you get ready to open your business.  Note: You may need to use 
additional paper. 
 


1. What is your business definition? 
 
 
 


2. What is your mission statement? 
 
 
 


3. What is your product or service? 
 
 
 


4. Where will you locate the business? 
 
 
 


5. Who are your potential customers? 
 
 
 


6. How can you attract customers? 
 
 
 


7. What and where is your competition? 
 
 
 


8. What is your unique selling proposition (USP)? 
 
 
 


9. How much should you charge for the products or services? 
 
 
 


10. How much does it cost to make the products or provide the services? 
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Looking for Answers, cont. 


 
11. How many customers will you have per week and per month?  How much will 


they buy per week and per month? 
 
 
 


12. How will you staff the business? 
 
 
 


13. What hours/days will you operate the business? 
 
 
 


14. What are your operating costs? 
 
 
 


15. How much money will your business earn each month by selling your product or 
service? 


 
 
 


16. What will you do with the profits? 
 
 
 


17. What advice do you need and where will you get it? 
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Business Definitions 
 
Directions: Select five local businesses and complete the Business Definition Questionnaire for each one. 
 
 
Business name: ________________________________________________________________ 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 
 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
 
 


 
Business name: ________________________________________________________________ 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 
 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
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Business Definitions, cont. 
Business name: ________________________________________________________________ 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 
 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
 
 


 
Business name: ________________________________________________________________ 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
 
 


 
Business name: ________________________________________________________________ 
 
Business Definition Question Response 
1. The Offer: What products and services 
will be offered by the business? 


1. 
 
 
 


2. The Target: Which segment of the 
consumer market will the business focus 
on? 


2. 
 
 
 


3. The Delivery: How will the offer be 
produced and delivered to the target? 


3. 
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My Personal Mission Statement 
 
Directions: Review the following to help you write a personal mission statement. 
 
According to Michon D. Rogers, Rochester Public Schools, “A meaningful personal 
mission statement contains two basic elements.  The first is what you want to do—what 
you want to accomplish, what contributions you want to make.  The second is what you 
want to be—what character strengths you want to have, what qualities you want to 
develop.” 
 
Steven Covey (in First Things First) refers to developing a mission statement as 
“connecting with your own unique purpose and the profound satisfaction that comes 
from fulfilling it.” 
 
Dr. Linda Philips-Jones sates, “In a nutshell, your personal mission statement is what 
you want to be, do, feel, think, own, associate with and impact by some date in the 
future.” 
 
 
To help you determine the focus of your personal mission statement, complete the 
following statements: 
 
I am at my best when… 
 
 
I am at my worst when… 
 
 
I am really happy when… 
 
 
I want to be a person who… 
 
 
Someday I would like to… 
 
 
My greatest talents and best gifts are… 
 
 
When all is said and done, the most important things in life are… 
 
 
This is my personal mission statement for myself (in 50 words or less): 
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Developing a Marketing Plan 
Steps 1 and 2 


 
Directions: Take time to think through the answers to the questions below and on the following page.  
Remember that consumer analysis and market analysis are the first 2 important steps in developing a 
marketing plan for the business you are going to operate in your school. 
 


Step 1: Consumer Analysis 
Creating a customer profile will help you determine what you need to do to meet 
customer demand. 
 


1. Who are your customers: individuals or companies? 
 
 
 
2. If your customers are individuals, how old are they? 
 


How much money do they have to spend? 
 
Where do they live? 
 
How do they spend their time and money? 
 
 


3. What needs or wants will your product or service satisfy? 
 
 
 
4. How many potential customers live in the area in which you want to operate 


your business? 
 
 


 
5. Where do these potential customers currently buy the products or services 


you want to sell them? 
 
 
 
6. What price are they willing to pay for your products or services? 
 
 
 
7. What can you do for your customers that other companies are not already 


doing for them?  
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Developing a Marketing Plan 
Steps 1 and 2 


 


Step 2: Market Analysis 
Segmenting, or dividing your target market into several smaller groups, can help you 
develop a product or service that meets your customers’ needs and wants.  Read 
through the segments listed below and analyze your market.   
 
There are 5 basic ways to analyze a market: 
 
BY LOCATION:  Since your business is located on the school grounds, you could 
decide that your target market is everyone who lives or works within 4 miles of the 
school.  
 
 
 
 
BY POPULATION:  You could decide to limit your marketing efforts to students, or you 
could decide to include teachers and parents.  The key is to think carefully about the 
populations that will most benefit from your product or service. 
 
 
 
 
BY PERSONALITY:  You need to consider the personality of your “best” customer.  
Take time to describe the likes and dislikes of your target. 
 
 
 
 
BY BEHAVIOR:  Think about marketing to people who buy similar products or services 
– are they potential markets for your product or service? 
 
 
 
 
BY INCOME:  Even students have varying amounts of disposable income.  Consider 
how much students usually spend a week on products or services that are similar to 
those your business provides.  
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Developing a Marketing Plan 
Step 3a 


 
Directions: Take time to think through the answers to the questions below.  Remember that identifying the 
products or services that most appeal to your target market is the first element of the marketing mix of the 
4 Ps. 
 


Product 
 


1. What products or services are you going to sell? 
 
 
 
 
 
 
 
2. Describe the features of each product or service.  Remember to consider color, 


size, quality, hours, delivery and return policy. 
 
 
 
 
 
 
 
3. How are you going to package your products?  Do you have any ideas for 


branding your products? 
 
 
 
 
 
 
 
4. How will you position your products or services? 


 
 
 
 
 







Entrepreneurship: Running a Business 4.2 Your Marketing Mix Page 14 
 


Developing a Marketing Plan 
Step 3b 


 
Directions:  Take time to think through the answers to the questions below.  Consider where you are 
going to place your product so your customers can access your products or services.  Think about the 
distribution channels that you can take advantage of.  Remember that Place/Distribution is the second 
element of the marketing mix of the 4 Ps. 
 


Place/Distribution 
 


1. Where will you place your products or services? 
 
 
 
 
 
 
 
2. What channels of distribution will you use to sell your products? 
 
 
 
 
 
 
 
3. What hours will you be open? 
 
 
 
 
 
 


 
4. Can you use already established channels of distribution, such as athletic events, 


theater productions or back-to-school nights?  Make a list of potential distribution 
channels and make sure you know whom to contact to set up these channels. 
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Price Match 
 
Directions: Review the descriptions below and match them to the correct pricing strategy term.  Place the 
letter of the description that best matches the pricing strategy on the line next to the strategy. 
 
 


Description Pricing Strategy 
A. This approach is used when the company 
wants the customer to respond on an emotional 
basis.  For example, “price point perspective” 
uses prices like $9.99, not $10.00. 
 


 
____  Skimming 


B.  The price charged for products and services is 
set artificially low in order to gain market share.  
Once this is achieved, the price is increased.  
The Japanese used this method to dominate the 
VCR market. 


 
 
____  Promotional 
 
 
 


C.  Potential customers are surveyed to discover 
what they would be willing to pay for the product.  
The highest price identified is the highest price 
that can be charged. 
 


 
 
____  Competition-based 


D. Approaches such as “Buy One Get One Free” ____  Keystoning 
 


E. Finding the balance between quality and price 
that will give customers the value they seek.  This 
pricing approach is not the same as setting the 
cheapest price. 


 
 
____  Psychological 
 
 


F. This approach either meets or beats the 
competition. 


 
____  Value 
 


G. Doubling the wholesale price to arrive at a 
retail price. 


 
____  Cost-based 
 


H. This approach seeks to charge a high price 
during a product’s introductory stage, when it’s 
new and there is little or no competition. 


 
____  Demand-based 
 
 


I.  Price is determined by using the wholesale 
cost of an item as the basis for the price charged.  
Choices are a markup price or a markdown price.  
Businesses usually use a set percentage to 
determine the markup or markdown price. 


 
 
____  Penetration 
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Developing a Marketing Plan 
Step 3c 


 
Directions: Check off the price objectives that your class agreed upon for your in-school business. Next, 
select the pricing strategy that will help you meet your price objectives.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Finally, with the price objectives in mind, determine the possible prices for your products or services: 


Prices 
 
Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Product: ________________________________ Price:____________ 


Pricing Strategy 
�� Value 
�� Demand-based  
�� Cost-based  
�� Keystoning 
�� Penetration 
�� Skimming 
�� Competition-based 
�� Psychological 
�� Promotional 
�� Time-based 
�� Bundling 


 


Price Objective 
�� Attract customers 
�� Discourage competition 
�� Increase profits 
�� Maximize sales 
�� Maintain an image 
�� Return on investment 
�� Obtain market share 
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Promotion Commotion 
 
Directions: You are the marketing director for a company that just produced an amazing new multi-
purpose electronic device that plays music, surfs the web, takes pictures and records videos.  You must 
develop the promotion commotion to market this product.  Start by making a list of all of the ways that you 
are going to promote this product. 
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Mystery Shopper 
 
Directions: You will be assigned one of the following groups of businesses to visit.  Complete this 
worksheet and prepare a 5-minute presentation to share your findings with the class. Your presentation 
must include a graph or table comparing the 3 businesses.  Be creative in the delivery of your information! 
 
 
Group A: McDonald’s, Burger King, Sonic 
Group B:  Qdoba, Chipotle, Taco Bell 
Group C:  Starbucks, Peet’s Coffee and Tea, Dazbog 
Group D:   Office Depot, Office Max, Target 
Group E:   Good Times, Sonic, McDonald’s 
Group F:   TJ Maxx, Ross, Marshalls 
Group G:  Einstein Bros Bagels, Starbucks, Peaberry Coffee 
 
I have been assigned Group ___.   
I visited _____________________________ on _________________. 
I visited _____________________________ on _________________.  
I visited _____________________________ on __________________. 
 


1. What is the competitive advantage of each of the 3 businesses you visited? 
 
 
 
 
 
2. Did you observe any differences in the way employees treated customers?  


Describe them. 
 
 
 
 
 
3. Describe what you think is the pricing objective of each business. 
 
 
 
 
 
4. Describe what you think is the pricing strategy of each business. 
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Choose Me! 
 
Directions: Choose a product you recently purchased.  Write a 5-paragraph essay describing the 
product’s features, packaging, pricing and place. 
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TV, Radio, Newspaper, Magazine Ads: Pros and Cons 
 
Directions: Consider what you believe or know for certain about using television, radio, newspaper or magazine advertising to promote products or 
services.  Complete the table below. 
 


Medium Description Pros Cons 
Television 
 
 
 
 
 
 


• Commercials are usually less 
than 60 seconds in length and 
are aired during breaks in 
television programming.  


• Infomercials can last 30+ 
minutes and go into great detail 
about the product. 


  


Radio 
 
 
 
 
 
 


• Radio spots usually last less 
than 60 seconds in length and 
are aired during breaks in the 
programming. 


 


  


Newspaper 
 
 
 
 
 
 


• Ads can be printed in a variety 
of sizes from full page to 1/32 
of a page. 


  


Magazine 
 
 
 
 
 
 


• Ads can be printed in a variety 
of sizes from full page to a 
business card size. 
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Which Media? 
 
Directions:  Review the list of media opportunities.  Consider the potential costs of each medium.  Think 
about your target market.  Select 5 to 8 media opportunities that you feel will be the best advertising for 
your in-school business. 
 
 


��Banner ads  


��Billboards  


��Brochures  


��Bus stops  


��Business cards  


��Direct mail  


��Directories  


��Discount coupons  


��Flyers  


��Freebies  


��Newspaper ads 


��Promotional clothing  


 


��Promotional items  


��Radio ads 


��Samples or demonstrations  


��Special events  


��Special offers 


��Team sponsorship  


��Television ads 


��Transit ads  


��Website  


��Other __________________ 


��Other __________________ 


��Other __________________ 


 
 
 
Now, place your selected media in rank order with 1 being your top choice, and so on: 
 
1. ___________________________  2. ___________________________ 
 
3. ___________________________ 4. ___________________________ 
 
5. ___________________________ 6. ___________________________ 
 
7. ____________________________ 8. ___________________________
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How to Write a Press Release 
(Reprinted from eHow.com) 


Instructions  
STEP 1: Decide why you are writing a press release (also called a media release) and 
determine your focus.  


STEP 2: Keep it short and to the point. Usually, press releases are no more than one page.  


STEP 3: Print the words "FOR IMMEDIATE RELEASE" in the top left-hand margin in all 
caps.  Follow this line with relevant contact information: name, title, address, phone number 
and e-mail address.  


STEP 4: Create a headline and center it in bold type just above the first line of the body of 
the press release.  Headlines typically highlight the most important, significant or shocking 
fact in the release.  


STEP 5: Create a dateline - the first line of the body of your press release - that includes the 
city where the release is generated and the date (i.e., LOS ANGELES, CALIF. - January 1, 
2007).  


STEP 6: Make certain the first paragraph includes all the vital information: the where, when, 
why, what and who.  


STEP 7: Include some tantalizing peripheral details or facts to spark curiosity in the following 
paragraphs.  A good press release not only informs but also teases.  


STEP 8: Wrap up the last paragraph with a "for additional information" line, a place to find 
more details.  An annual report or a website can be great sources of information.  


STEP 9: Center these marks, "# # #" or "-30-", at the bottom of the page to indicate the end 
of your release.  


STEP 10: Print your release on high quality paper using a good laser or inkjet printer.  You 
only get one chance to make a solid first impression.  


Tips & Warnings  
• Press releases are written in block style, so no paragraph indentation is necessary.  
• Have an objective person read your press release and tell you whether he or she would 


be interested enough to read a newspaper story about it.  If not, consider going back to 
the drawing board for a rewrite.  


• Hire a professional photographer to cover your event so you can include relevant photos 
with your release.  Many newspapers and local magazines appreciate not having to 
send out a photographer.  


• Send your press release to the reporter that covers the area you are targeting instead of 
a managing or senior editor.  Often, this will turn into a story much faster.  


• Keep the tone of your release all business.  Don't go into too much personal or non-
business related detail or your press release will likely end up in the editor's circular file. 
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Sample Press Release 
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Have I Got News! 
 
Directions: Dogs on the Go, a new dog day care center in your neighborhood is scheduled to open next 
month.  Working with a partner, write a press release to inform the local media of the opening.  You can 
be creative in developing the details of the opening event and the business definition.  Use the space 
below to create your draft.  You will need to type your final press release.  Remember to review the How 
to Write a Press Release page!
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Developing a Marketing Plan 
Step 3d 


 
Directions: Consider the advertising media that your class selected and think through specific actions that 
you need to take to promote your in-school business.  Remember that Promotion is the fourth element of 
the marketing mix of the 4 Ps. 
 
A. Write the top 5 advertising media your class selected in the space below: 
 


1. _____________________________________ 


2. _____________________________________ 


3. _____________________________________ 


4. _____________________________________ 


5. _____________________________________ 


 


B. Describe the next steps you will need to take to put each advertising strategy in play.  


 
1. 
 
 
 
 
 
 
 
 
 
 
 
2. 
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Developing a Marketing Plan 
Step 3d, cont. 


 
3. 
 
 
 
 
 
 
 
 
 
 
4. 
 
 
 
 
 
 
 
 
 
 
 
5. 
 
 
 
 
C. What publicity activities would be beneficial for promoting the business?  
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What’s the Break-Even Point? 
(Adapted from, “Proving the Price is Right,” AICPA) 


 
Directions: Using the data provided for each business, analyze each business’s financial position, and 
enter the results in the appropriate column in the Break-Even Analysis box (you may round your 
numbers).  Next, answer the questions stated below the box.  Think through your answers.  Remember 
the following equations: 
 
__________Total Fixed Costs_____________ 
Selling Price per Unit – Variable Cost per Unit 
 
__________Desired Profit_________________ 
Selling Price per Unit – Variable Cost per Unit 
 
 
 


�����������
 


 


Selling price per sub $3.50 
Cost Per Sub 
Turkey, Ham     .60 
Roll     .28 
Lettuce     .06 
Mayo & mustard     .08 
Monthly Business Expenses 
Rent $1425 
Manager’s salary     900 
Utilities    215 
Advertising      85 
Maintenance    150 
 
 


 


	 
������	 ����
 


 


Selling price per wrap $3.50 
Cost Per Wrap 
Ham      .34 
Wrap     .10 
Cheese     .07 
Mustard     .04 
Monthly Business Expenses 
Rent $1200 
Manager’s salary     985 
Utilities    175 
Advertising      80 
Maintenance    120 


 
 


Break-Even Analysis 
Business Data Sam’s Subs Willy’s Wraps 
Selling price per unit   
Variable cost per unit   
Total Fixed costs   
Contribution margin   
Break-even point   
Number of units to be 
sold to earn $5,000 


  


 
�� Explain to Sam why he has to sell more subs than Willy has to sell wraps to earn 


a profit of $5000, despite the fact that Sam sells his subs for the same price that 
Willy sells his wraps.


 


+ Break-even Point = # of Units 


= Break-even Point 







Entrepreneurship: Running a Business 4.4 Break-Even Analysis Page 28 
 


What’s the Break-Even Point? cont. 
 


 
 


 
 


������������ �����
 


 


Selling price per brownie $2.25 
Cost Per Brownie 
Chocolate     .42 
Flour     .03 
Sugar     .04 
Eggs     .10 
Monthly Business Expenses 
Rent  $ 1350 
Manager’s salary    1000 
Utilities      350 
Advertising      100 
Insurance      295 


 


�


����
����������
���
 


 


Selling price per smoothie $3.75 
Cost Per Smoothie 
Milk      .49 
Fruit     .82 
Ice     .01 
Flavoring     .16 
Monthly Business Expenses 
Rent  $ 1800 
Manager’s salary    1000 
Utilities      295 
Advertising      100 
Insurance      325 


 


Break-Even Analysis 
Business Data Shannon’s 


Sweets 
Sylvia’s 
Smoothies 


Selling price per unit   
Variable cost per unit   
Total Fixed costs   
Contribution margin   
Break-even point   
Number of units to be 
sold to earn $5,000 


  


 
�� Explain to Shannon why she has to sell more brownies than Sylvia has to sell 


smoothies to break-even, despite the fact that her variable cost per unit is less 
and her fixed costs are less. 
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What’s the Break-Even Point? cont. 
 
 
 


� ������ ��� ��
 


 


Sales price per taco $1.25 
Cost Per Taco 
Meat      .32 
Cheese     .19 
Lettuce     .08 
Sauce     .05 
Monthly Business Expenses 
Rent  $1100 
Manager’s salary       875 
Utilities      175 
Advertising      50 
Insurance      250 
 
 


 


� ����� ����� ���
 


 


Sales price per taco $1.25 
Cost Per Taco 
Meat      .32 
Cheese     .19 
Lettuce     .08 
Sauce     .05 
Monthly Business Expenses 
Rent  $1225 
Manager’s salary       950 
Utilities      200 
Advertising      100 
Insurance      250 
 
 


Break-Even Analysis 
Business Data Tacos To Go Taco Take Out 
Selling price per unit   
Variable cost per unit   
Total Fixed costs   
Contribution margin   
Break-even point   
Number of units to be 
sold to earn $5,000 


  


 
�� Explain to Taco Take Out why they must sell more tacos than Tacos To Go to 


break-even, despite the fact that they both sell tacos for the same price and the 
ingredients cost each company the same amount.  
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Pricing Ups and Downs 
 
Directions: With a partner, calculate the selling price, markup, markdown, percentage markup, cost and 
sale price, depending upon which figure is missing.  Please show your calculations. 
 


Markup 
 


1. It costs $1.50 to make birthday wrapping paper (paper, ink, labor).  Carmen 
needs to charge more than $1.50 to make a profit.  She decides to mark up the 
cost by $2.  What is the selling price of the birthday wrap? 


 
 
 


2. Nate charges $11 for one his customized CDs.  His markup is $4.50.  What is the 
cost of his CD? 


 
 
 


3. Olivia sells her glass-beaded bracelets for $15.  Her cost is $9.75.  What is 
Olivia’s markup? 


 
 
 
 


4. Ben sells high school team caps.  His cost is $12 and he has decided to markup 
his costs by $4.  What is Ben’s percentage markup? 


 
 


 


 


Markdown 
 


1. Jessica has too many fancy flip-flops in inventory and it’s beginning to snow.  Her 
flip-flops sell for $12 a pair.  She has decided to mark them down by 25 percent.  
What is the markdown Jessica should take on a pair of flip-flops? 
 
 
 
What is the final sale price for one pair of flip-flops? 
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Is the Price Right? 
 


Directions: Before you can begin, you will need to gather your fixed costs and your variable costs for your 
in-school business.  Remember, you must have those figures available to calculate your break-even 
point.  In addition, you will need your Developing a Marketing Plan, Step 3c worksheet with your price 
list. 
 
Your in-school business: _____________________________ 
 
 
Your fixed costs: Your variable costs: 
Utilities    


Gas    
Electricity    
Telephone    
Internet    


Salaries    
Advertising    
Insurance    
Interest    
Rent    
Depreciation    
Other    
 
Total 


  
Total 


 


 
Your sales price per unit: ________________ 


 
Break-Even Analysis 


Business Data  
Selling price per unit  
Variable cost per unit  
Total Fixed costs  
Contribution margin  
Break-even point  
Number of units to be sold 
to earn $5,000 


 


 
�� Is the price right? 
 
�� Do you need to adjust your price? 
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Developing a Marketing Plan, Step 4 
 
Directions: It’s time to take stock of your marketing plan up to now.  You will want to refer back to the 
worksheets you previously completed as you developed your marketing plan for your in-school business. 
Read through the questions posed below and think carefully about your responses.  This is an excellent 
time to reevaluate. 
 


1. Review your in-school business definition and competitive analysis. 
What is your unique selling proposition? 


 
 
 


2. Review your consumer and market analyses.  Are you comfortable that you 
have created an accurate profile of your target market?   


 Describe your target market: 
 
 
 


3a. Analyze your marketing mix.   
Does your product match the needs of your target market? 
What is your competitive advantage? 
 
 


 
3b. Does your place/distribution put you front and center where your customers 


are going to be? 
What are your channels of distribution? 


 
 


 
3c. Do your pricing objectives match your business goal? 
 Will your prices enable you to make a profit? 
 
 
 
3d. Does your promotion strategy utilize the most effective media and public 


relations? 
 Does your promotion plan reach your target and will you get the biggest 


bang for your buck? 
 
 
 
4. Have you done a break-even analysis?  Can you make a profit before you 


have to close the doors? 
Can you afford your marketing plan? 
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Let it Snow… 
 
Directions: You have been asked to speak to a group of young entrepreneurs about pricing strategies.  
The young entrepreneurs have been learning about break-even analysis and are interested in what a 
business can do to make a profit.  Some of the young entrepreneurs are convinced that you have to do 
whatever it takes to make a profit, even if that means taking advantage of customers.  The group has 
come up with a scenario that they want you to read and then share your position.   
 
Read through the scenario and then draft a 5-paragraph essay expressing your position on this issue. 
 
Scenario: 
It has been a very dry winter and that has meant a decline in Frank’s sales of snow 
blowers and snow shovels.  He is concerned about his fourth quarter sales projections 
and is pretty sure he will not meet them.  As a new business owner with some high fixed 
costs, he is worried that he may not be able to stay in business.  Today, the weather 
forecasters are predicting a major snowstorm that promises to drop 12–18 inches of 
snow in town.  Frank suddenly realizes that this could save his business!  He’s seriously 
considering raising the prices on all of his snow removal related items to make a big 
profit.  His friend thinks Frank is taking advantage of his customers and says that in the 
long run he’ll lose business. 
 
Question: 
Is it a smart business decision to raise prices during a weather-related “emergency” or 
is it wrong to take advantage of the situation? 
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Excuse Me, How Much? 
 
Directions: Choose a product that you are interested in purchasing.  Research at least three brands for 
comparative purposes.  Contact manufacturers of the product and get information about pricing.  Find out 
what the wholesale price of the product is.  Find the same product/brand on the Internet and in a local 
store.  What are the retail prices and what are the markup percentages? 
 
Product: _____________________________ 
 


Brand 
Wholesale 
Price 


Internet 
Retail Price 


Markup 
Percentage 


Local Store 
Retail Price 


Markup 
Percentage 


 
 
 


     


 
 
 


     


 
 
 


     


 
 
Based on your research, which brand will you select and where will you buy it?  Please 
explain your reasoning: 
 












 
 
 
 
 


Unit 6 
Business 
Operation 
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Unit 6: Section 1 


Managing Cash Flow 
 
“People are always blaming their circumstances for what they are.  I don't believe in 
circumstances.  The people who get on in this world are the people who get up and look 
for the circumstances they want, and, if they can't find them, make them.” - George 
Bernard Shaw, Irish writer, Nobel Prize winner, Oscar winner 
 


Overview 


Students discover the importance of the cash flow statement and examine the role of 
credit in managing a successful business. 


Key Objectives 


Students will be able to: 
 Create a cash budget 
 Read a cash flow statement 
 Discuss the uses and benefits of credit 
 List ways to improve cash flow 


Preparation 
Review the lesson and map out your own timeframe. 
Gather enough calculators for students to work in small groups using a 


calculator. 
Review the Cash Budget Answer Key and the calculations to be ready to 


facilitate a class discussion.  [Activity 1] 
Make copies of Cash Flow Projection worksheet from the Record 


Keeping Binder for the in-school business.  Make sure you have actual 
operating information available to use for this activity.  [Activity 2] 


Review the Extending Credit Debate Answer Key and add your own 
thoughts to be ready to facilitate a class debate.  [Activity 3] 


Review the Who’s Got the Cash? Answer Key and the calculations to be 
ready to facilitate a class discussion.  [Activity 4]  


Establish the Framework for Learning 


 Ask students how they manage their own personal cash flow.  For instance, if 
they buy lunch every day, and they have $20 to begin with on Monday, how do 
they manage their cash so they can eat for five days?   Ask students if they ever 
get to Thursday and have no money left. 


 Ask students if they have ever borrowed money from a friend.  How quickly did 
they pay back the money: a) the next day, b) within a couple of weeks, c) not 
until the friend kept bugging them or d) never?  Ask students to explain their 
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answers. 


Develop the Learning 
Discussion 


 Ask students the following question:  If a business has money it its checking 
account, does that mean the business is profitable?  [Unfortunately, having a 
balance in your checking account does not mean that you’re profitable.  It could 
mean that you haven’t paid your bills, so there is still some cash left.] 


 Ask students if they think it’s possible for a business to show a profit and still 
have a negative cash flow.  [Yes, if a business’s loan payments, owner 
withdrawals and additional non-expense activities are taking out more cash than 
the business has profit.  The business could have a lot of cash coming in through 
increased personal or bank loans but not be generating enough revenue.] 


 Write the following equation on the board: 
 
  Revenues – Cost of Goods Sold = Gross Profit – Overhead Expenses = Net Profit 


 
 Ask for volunteers to explain the equation.  [This equation is your profit/loss 


statement.  Revenues are the dollars that come from generating sales.  The cost 
of goods sold reflects the direct costs of labor and materials involved in your 
business.  Overhead expenses include all the other costs that you incur to 
operate your business, such as utilities, salaries, advertising, rent, insurance, 
etc.] 


 
 Write the following equation on the board: 
 


Beginning Cash Balance + Cash Inflows – Cash Outflows = Ending Cash Balance 
 


 Explain that the equation reflects the most basic cash flow statement. 
 Ask students to list the items that would be included in “cash inflows” as you 


write them on the board. [Sales of product or service, loan or credit card 
proceeds, asset sales and owner investments.] 


 Ask students to list the items that would be included in “cash outflows” as you 
write them on the board. [Business expenditures, loan or credit card repayment, 
asset purchases and owner withdrawals.] 


 Have students review the two lists on the board and suggest that the cash 
inflows and outflows can be categorized into three main business parts.  Ask 
students what the three categories are.  [Operating – sales and business 
expenditures, Investing – asset sales and purchases and Financing – loan 
proceeds and repayments, and owner investments and withdrawals.]  


 Ask students if they can identify which one of the three categories is critical to the 
long-term success of a business.  [Operating activities – generating cash inflows 
and outflows through the sale of products and services and the purchase of 
supplies and other business expenditures— are critical.  Investing and financing 
are not viable ways to manage and grow a business.] 
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Activity 1: Cash Budget 
 Suggest that many business experts believe that “cash is king!”  Without it, a 


business cannot survive.  Entrepreneurs must make certain that they have 
enough cash to cover expenses.  Therefore, it’s important to create a cash 
budget. 


 Divide students into small groups of 3-5. Distribute calculators to each group.  
Direct students to the Cash Budget worksheet in their Student Guides.  Review 
the directions and check for students’ understanding.  Allow 12-15 minutes to 
complete the budget. 


 When students have completed their worksheets, check for accuracy and 
understanding by reviewing each line of the cash budget using the Cash Budget 
Answer Key. 


 Ask students why there should be a minus sign in the Difference column for cash 
disbursements.  [The minus sign indicates that more cash was disbursed than 
estimated.  A minus sign for a cash receipt amount would indicate that less cash 
was received than estimated.] 


Discussion 
 Remind students that a cash budget should show projections of cash coming in 


and going out, but it should be based on past operating records.  It shows 
estimated cash flow, actual cash flow and the difference between the two. 


 Explain that a cash budget should be prepared at least monthly.  Most 
businesses prepare cash budgets in three-month periods to better meet cash 
needs and anticipate cash shortfalls. 


 Ask students if they think Three Friends’ Lawn Service’s cash flow is cyclical 
and what that means.  [Cyclical cash flow means that the amount of cash flowing 
in may depend on the time of the year.  If Three Friends’ Lawn Service only 
provides services during warm weather months and the business is located in 
Colorado, cash flow is probably heavy during the months of June, July and 
August, and nonexistent during the months of December through March.] 


 Ask students what inventory management has to do with cash flow.  [Excess 
inventory can tie up cash.] 


 Suggest that there are three other risks with inventory that can impact cash flow 
and ultimately make or break the business.  Ask students if they know what the 
three risks are.  [All are inventory storage costs: 1) shrinkage (unexplained 
disappearance of inventory due to loss or theft), 2) pilferage (stealing of 
inventory by employees or customers – an example of shrinkage) and 3) waste 
(loss of inventory due to employee mistakes).] 


Activity 2:  Cash Flow Projection 
 Divide students into small groups of 3-5.  Distribute copies of the Cash Flow 


Projection worksheets from the Record Keeping Binder for the in-school 
business.   


 Have each group of students complete a Cash Flow Projection worksheet for 
their in-school business.  Students will need access to information about actual 
past revenue and operating expenses to ensure accuracy.  Allow 17-22 minutes 
for students to complete their worksheets. 
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 Ask each group to present their cash flow projections and their reasoning behind 
the numbers.  Allow other groups to ask questions and encourage an open 
discussion about the in-school business’s cash flow. 


 Have students write their names of the worksheets and collect them.  Insert all of 
the worksheets behind the master Cash Flow Projection worksheet in the 
Record Keeping Binder so you can refer to them as the semester goes along. 


Discussion 
 Ask students how they feel about credit.  Now, ask them to consider themselves 


as entrepreneurs starting a business.  Do they feel the same about credit?  
[Credit makes it possible for entrepreneurs to make expensive purchases and 
pay for them over time.  Entrepreneurs have to make decisions about extending 
credit to customers.  Extending credit may increase sales, but it can also be 
costly.] 


 Ask students to define “trade credit.” [An arrangement to buy goods or services 
on account, that is, without making immediate cash payment.  Trade credit is the 
credit extended to an entrepreneur by suppliers who let the entrepreneur buy 
now and pay later.  Any time an entrepreneur takes delivery of materials, 
equipment or other valuables without paying cash on the spot, he/she is using 
trade credit.  Some businesses also offer trade credit by allowing customers to 
keep an open account and then pay the balance off monthly.] 


 Ask students if any of them have gotten a loan from a bank or a credit union.  
Ask them what that kind of credit is called.  [It is called consumer credit, and is 
offered in two basic forms: loans and credit cards.  Banks often provide young 
adults with consumer credit to purchase a car.  The car loan is usually a secured 
loan because it is backed by the actual car, which can be sold by the bank if the 
loan is not paid back.  Credit cards are usually unsecured loans and are granted 
based on the credit history of the individual.] 


Activity 3: Extending Credit Debate 
 Divide students into two groups.  Direct students to the Extending Credit 


Debate worksheet in their Student Guides.  Assign one group the affirmative 
position and one group the opposing position.  Review the directions and check 
for students’ understanding (you may decide to have one student from each 
group participate in the actual debate or have three students—an opener, fact 
giver and closer).  Allow 7-9 minutes for the groups to establish their respective 
positions.   


 Depending upon whether you decided to have two or six students participate, 
explain the procedures accordingly.  Each group will have a total of five minutes 
to state their position.  After each side has stated its initial position, each side will 
have three minutes to provide a rebuttal. 


 Begin the debate by restating the issue: To succeed in business, 
entrepreneurs should extend credit to their customers.  Call on the 
affirmative position and make certain you stop the clock after five minutes 
regardless of whether the group has finished.  Call on the opposition group and 
make certain you stop the clock after five minutes regardless of whether the 
group has finished. 
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 Allow for a five-minute break for students to regroup and establish their rebuttal.  
 Resume the debate and call on the affirmative group for its rebuttal.  Make 


certain you stop the clock after three minutes regardless of whether the group 
has finished.  Call on the opposition group and make certain you stop the clock 
after three minutes regardless of whether the group has finished. 


 Ask students if they feel one group was more persuasive then the other.  Provide 
your own feedback. 


Discussion 
 Explain that according to Entrepreneur.com’s Financial Management columnist, 


Pam Newman, “There’s a golden rule in business you’d be smart to learn now: 
No matter how much you sell, if you don’t collect the money, you’re going to go 
out of business.” 


 Ask students to brainstorm ways to improve cash flow.  List students’ responses 
on the board.   


 Compare students responses to those provided below and share information to 
ensure students have a clear understanding of ways entrepreneurs can improve 
their business’s cash flow: 


o Require a deposit on projects so the customer partially funds the project, 
not you.  This method can also help ensure the customer sees the project 
through to the end. 


o Take advantage of your own credit terms.  Pay your bills on time, but take 
all of the time that is available to you instead of paying the bill the minute 
you receive it in the mail.  


o Manage inventory carefully.  Pay attention to seasonal items or to cyclical 
slow-downs so you don’t tie up cash with excess or out-dated inventory. 


o Set up a collection process.  If a customer goes past due, follow up 
immediately. 


o Always know your cash balance.  Cash flow problems do not just happen. 
You need to know your daily cash balance and what you expect your cash 
balance to be in six months so you can act quickly. 


o Manage your excess cash.  If you have more cash than you need, invest 
it. 


o Set up a cash reserve.  Be prepared for economic slow downs or for 
unpaid receivables. 


o Cut expenses.  When cash is rolling in, you may want to spend more.  
Remember that your monthly bills still need to be paid and there may be 
an emergency just around the corner. 


o Lease instead of buying equipment.   Evaluate expensive purchases and 
consider the benefits of lease versus purchase.  


 Ask students to define “working capital.”  [The amount of cash a business 
needs to carry on its daily operations.  Working capital covers the time between 
selling the product or service and receiving the money from the customer. Simply 
stated, it is current assets minus current liabilities.] 


 Explain that working capital tells the entrepreneur how much cash the business 
would have if it paid all of its short-term debt with cash on hand.  Any cash left 
over is money the business can use to grow the business. 
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 Ask students what kind of problems a business with negative working capital 
might face.  [A business with negative working capital is not in a good position to 
spend money to bring a product to market.  If the business runs out of working 
capital and is faced with bills to pay and products to develop, it may go bankrupt.] 


Activity 4: Who’s Got the Cash? 
 Divide students into small groups of 3-5.  Distribute calculators to each group. 


Direct students to the Who’s Got the Cash? worksheet in their Student Guides. 
 Review the directions and check for students’ understanding.  Allow 9-11 
minutes for students to complete their worksheets. 


 Check students’ accuracy and understanding by asking groups to volunteer to 
share their completed cash flow statements.  Use the Who’s Got the Cash? 
Answer Key to provide additional instruction if students are unable to arrive at 
the correct answers. 


 Ask students to share their responses to these two questions: Which business is 
in a better cash flow position?  Can you identify some areas that should be 
addressed?   


Summarize the Learning 
 Emphasize the importance of understanding the inflows and outflows of cash—


cash is considered the lifeblood of any business. 
 Remind students that entrepreneurs who think they are too busy generating 


sales to worry about cash flow are likely to be the same entrepreneurs who are 
out of business in a short period of time. 


 Point out that looking at a business’s income statement does not tell the whole 
story!  The income statement shows what’s going on with sales, but it doesn’t 
track the cash coming in and going out. 


Enrich the Learning 
 Cash Cycles.  Have students describe the cash cycles for the three businesses 


listed on the Seasons Come, Seasons Go worksheet in their Student Guides.  
Review the directions and check for students’ understanding.  Set a deadline for 
the completed assignment. 


 
 Personal Cash Flow.  Direct students to My Cash Budget worksheet in their 


Student Guides.  Ask students to create their own cash budget for a month and 
then have them track their own cash inflows and outflows during a specified four-
week period.  To complete the assignment students must turn in a cash budget 
with estimated, actual and difference columns filled in.  Set a deadline for the 
completed assignment. 


 
 Internet/Phone Research.  Encourage students to research causes of small 


business failure to determine if cash flow plays a significant part.  Encourage 
students to conduct research on the Internet or by contacting the Small Business 
Administration by phone.  Students may choose to contact some of the local 
college and university business or entrepreneurship departments as well.  Have 
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students present their findings by writing a three-page paper or creating an 8-10 
slide Power Point presentation with graphs.  Set a deadline for the completed 
assignment. 
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Cash Budget  
(Answer Key) 


 
Directions: Read through the information and create a cash budget.  Fill in all three columns: estimated, 
actual and difference.  Review the numbers and discuss in your group the reasons for any differences. 


 
 
Three Friends’ Lawn Service 
Nate, Pedro and Jack own a lawn service business that they operate out of Nate’s 
home.  They do not pay rent.  Their expenses include: $ 2,000 salaries, $1,200 
gasoline, $250 equipment maintenance, $200 cell phone service, $250 advertising, $50 
insurance, and $100 miscellaneous.  Most of their customers pay on account on a 
monthly basis and they can expect $6,500 in accounts receivable payments.  They also 
have customers who pay cash and they can expect $3,200 in cash sales. 
 
Last month was an interesting month for Three Friends’ Lawn Service.  They acquired 
several new customers and had to hire a part-time employee.  So their actual salary 
expense was $2,800.  The new customers increased their cash sales to $4,300 and 
their accounts receivables to $7,000.  The new business meant higher costs for 
gasoline and their gas costs rose to $1,500.  One of their trimmers required an engine 
overhaul and a mower blade was ruined when it ran into a rock pile, so the equipment 
maintenance costs increased to $325.  They went over their allotted minutes on the cell 
phone plan and had to pay $250. 
 


Three Friends’ Lawn Service Cash Budget for Month 1, 20xx 
 


A B C D 
 Estimated Actual Difference 
Cash Receipts    
Cash sales $3,200 $4,300 $1,100
Accounts receivable payments $6,500 $7,000 $500
Total cash receipts $9, 700 $11,300 $1,600
Cash Disbursements    
Salaries $2,000 $2,800 $800
Gasoline $1,200 $1,500 $300
Equipment maintenance $250 $325 $75
Cell phone service $200 $250 $50
Advertising $250 $250 $0
Insurance $50 $50 $0
Miscellaneous $100 $100 $0
Total cash disbursements $4,050 $5,275 -$1,225
 
Net Cash Increase/Decrease $5,650


 
$6,025 $375
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Extending Credit Debate  
(Answer Key) 


 
Directions: Your teacher will assign your group either the affirmative or opposition position.  In your group, 
brainstorm all the reasons that entrepreneurs should either be for (affirmative position) or against 
(opposition position) extending credit to their customers.  Be prepared to present your position with a solid 
opening statement, at least three key facts and a bold closing statement. 
 
 


To succeed in business, entrepreneurs should extend credit to their 
customers. 
 
 
Affirmative position: 


 Build closer relationships with customers by making purchasing easier. 
 Selling by phone, mail, fax or Internet is easier. 
 Credit may increase sales. 
 Credit may bring in a broader customer base. 
 Credit account records offer a built-in marketing network. 


 
 
 
 
 
 
Opposition position: 


 Slow-paying customers impact cash flow. 
 Collecting from slow and no-paying customers takes away from generating sales. 
 Generating invoices is time consuming and takes away from generating sales. 
 If the business has to borrow money to extend credit, interest is added to the cost 


and may negate increase in sales. 
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Who’s Got the Cash  
(Answer Key) 


 
Directions: Complete the cash flow statements for each business.  Analyze each business’s cash flow 
statement and answer the questions posed. 
 


Natasha’s Nature Blooms                     Date: June, 20xx 
Beginning Cash Balance $800
Cash Receipts  


Cash sales:  $2,500
Accounts receivable payments: $3,750
Total Cash Receipts (Inflow) $6,250 $6,250
 
Cash Disbursements 
Inventory: $1,280
Variable costs: $365
Fixed Costs: $580
Total Cash Disbursements (Outflow) $2,225
 $2,225
Net Cash Flow $4,825
 


Ending Cash Balance $4,825
 
 


Taylor’s T-Shirts                                   Date: June, 20xx 
Beginning Cash Balance $500
Cash Receipts   


Cash sales:  $1,800
Accounts receivable payments: $1,500
Total Cash Receipts (Inflow) $3,300 $3,300
 
Cash Disbursements 
Inventory: $1,025
Variable costs: $275
Fixed Costs: $750
Equipment: $210
Total Cash Disbursements (Outflow) $2,260
 $2,260
Net Cash Flow $1,340
 


Ending Cash Balance $1,340
 
Which business is in a better cash flow position?   Natasha has more cash. 
Can you identify some areas that should be addressed?  Taylor may need to look at 
some of his expenses.  He also needs to increase sales. 
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Unit 6: Section 2 


Analyzing Financial Performance 
 
“Most people spend more time and energy going around problems than in trying to solve 
them.”  - Henry Ford, founder of the Ford Motor Company 
 


Overview 
Students discover how to use information from their records and financial statements to 
determine the financial position of their in-school business. 


Key Objectives 


Students will be able to: 
 Analyze their in-school business’s financial statements 
 Calculate the level of sales needed to make a profit 
 Create a balance sheet 
 Interpret key financial ratios  


Preparation 
Review the lesson and map out your own timeframe. 
Gather enough calculators for students to work in pairs using a calculator. 
Gather the Daily Drawer Balance and/or Weekly Gross Margin for the in-


school business to distribute to students.  [Activity 1] 
Complete your own What’s Hot, What’s Not worksheet to use as a guide. 


 [Activity 1] 
Review the Can You Pay the Bills? Answer Keys and the calculations to 


be ready to facilitate a class discussion.  [Activity 2] 
Review the Ratio Analysis Answer Key and the calculations to be ready 


to facilitate a class discussion.  [Activity 3] 
Review the Profit or Loss? Answer Keys and the calculations to be 


ready to facilitate a class discussion.  [Activity 4]  


Establish the Framework for Learning 


 Ask students how many of them have a bank account—savings or checking.  Ask 
those students who identify themselves as account holders to share how they 
know how much money they have in their accounts.  [Students should include 
some reference to keeping records such as a passbook for savings and a check 
register for checking accounts.  If students’ responses suggest that they just 
usually guess, ask them if it would be more helpful to track their money.] 


 Divide students into pairs and ask them to list ways that an entrepreneur can 
track how well his/her business is doing.  Allow approximately 5-7 minutes for 
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students to work in pairs and create a list.  Ask for volunteers to share one item 
from their lists.  Write the ideas on the board.  Go around the classroom until all 
ideas from the lists have been accounted for on the board. 


Develop the Learning 


Discussion 
 Ask students to indicate, by a show of hands, how many of them rate math as 


their favorite subject.  If students raised their hands, ask them to share why math 
is their favorite subject.  [Responses might include: it’s easy, it’s like solving a 
puzzle or there are absolute right and wrong answers.]  Ask students who did not 
raise their hands to share why math is not their favorite subject.  [Responses 
might include: it’s too hard, there’s no room for creativity, or it’s boring.] 


 Ask students if they think it’s important for entrepreneurs to use math and to keep 
financial records.  [The reality is that many entrepreneurs would rather spend 
their time selling their products or services, but they must keep accurate and 
timely financial records if they are going to run a successful business.] 


 Suggest that according to the Small Business Administration (SBA) there are at 
least nine reasons why an entrepreneur needs a good financial record keeping 
system.  Ask students to “shout out” their ideas as you list them on the board.  
[Compare the students’ responses to the list below and share the explanation 
provided: 


o Monitoring the success or failure of the business – without a clear financial 
picture it’s hard to know how the business is doing.  Is it making money?  
Do sales keep pace with expenses?  Are some expenses out of control? 


o Providing information to make decisions – evaluating financial 
consequences must be part of every decision made.  Is it time to hire 
another salesperson?  Is a particular product more profitable than others? 
Is the cost of goods sold too high? 


o Obtaining bank financing – before a banker is willing to make a business 
loan, he/she will want to see financial statements.  Usually, a banker looks 
at the business’s balance sheet, income statement and cash flow budget. 


o Obtaining other sources of capital – as the business grows, it may be time 
to take on a partner.  A prospective partner will want to check out the 
business’s financial picture before investing any time or money in the 
business. 


o Budgeting – a budget is a critical tool for planning purposes.  A budget 
helps the business forecast cash needs and helps control expenses.  
Without solid financial information, it’s tough to create a meaningful 
budget. 


o Preparing income tax returns – entrepreneurs must file income tax returns 
whether their businesses are sole proprietorships, partnerships or 
corporations.  Good financial records allow entrepreneurs to prepare 
accurate and timely tax returns.  Poor records could mean under- or over-
payment and late filings which may result in penalties. 


o Complying with federal and state payroll tax rules – entrepreneurs who 
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have employees face numerous rules and regulations relating to payroll 
taxes.  There are monthly, quarterly and annual deadlines that must be 
strictly adhered to.  Sound financial record keeping practices will make 
compliance with all of the rules easier.  Incomplete and inaccurate records 
will make it impossible. 


o Submitting sales taxes – entrepreneurs who collect sales tax from their 
customers depend on good records to remit tax due.  Collecting sales tax, 
computing the tax due and preparing the required reports can easily be 
done with good record keeping practices in place. 


o Determining profits – without accurate financial records, it’s difficult to 
determine the amount of profit the business made.  In addition, if the 
business is a partnership, good records are essential to determining the 
correct amount of profits to distribute to each partner.  If the business is 
operating as a corporation, good records are necessary for determining 
the company profits that will be paid out as dividends to the shareholders.] 


 Explain that while all of the nine reasons suggested by the SBA are important, 
perhaps the most important is the first reason: every entrepreneur needs to 
determine how well his/her business is doing.  Therefore, it’s important that a 
business owner understands and analyzes financial statements. 


 Ask students how they would go about analyzing the sales of their in-school 
business.  [The business’s sales records show sales trends and patterns.  
Students should be able to use the sales records to forecast future sales and 
make good business decisions.] 


Activity 1: What’s Hot, What’s Not 
 Explain that by analyzing sales by product, students can make decisions about 


the kind of inventory to stock.  In addition, students can increase sales and profits 
by analyzing sales by product. 


 Write the following formula on the board: 
 


Product Sales ÷ Total Sales = Percent of Sales 
 


 Divide students into pairs.  Distribute calculators to each pair.  Direct students to 
the What’s Hot, What’s Not worksheet in their Student Guides.  Review the 
directions and check for students’ understanding. Note: You will need to decide 
what time period you want to analyze – day, week, and/or month.  Depending 
upon your decision, you will need to provide students with access to the Daily 
Drawer Sales and Balance Sheet and/or Weekly Gross Margin.  Allow 9-11 
minutes for students to complete their worksheets. 


 While students are working, create a blank table on the board using the What’s 
Hot, What’s Not worksheet as a template.  List the products in the same order 
as they are listed on the Daily Drawer Sales and Balance Sheet and/or Weekly 
Gross Margin. 


 When students have completed their worksheets, check the accuracy of their 
calculations by randomly calling on pairs of students to provide the information 
necessary to complete the table on the board.  After each product’s information 
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has been filled in, stop to check for students’ understanding.  Work through any 
calculations as necessary to make certain every student understands the 
process. 


 When the table on the board has been filled out, ask students which products 
they identified as being ‘hot’ and which they identified as being ‘not.’  Ask 
students to explain their responses.   


 Ask students what they can do with the information they just discovered.  
[Answers may vary and could include: consider marketing the ‘not hot’ products 
more aggressively, increase inventory for the ‘hot’ products or delete ‘not hot’ 
products from the product line and replace with other products.] 


Discussion 
 Ask students if they remember what a balance sheet is from last semester’s 


discussion and if they can explain.  [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: its assets, liabilities and net worth.] 


 Ask students if they think there’s anything to be learned by comparing current 
assets with current liabilities. [The current ratio compares current assets with 
current liabilities and indicates the ability of the business to pay its bills.] 


 Write the following equation on the board: 
 


__Current Assets__     
Current Liabilities  


 
 Explain that a current ratio of at least 2:1 usually suggests sufficient capital and 


the ability of the business to pay its bills. 
Activity 2: Can You Pay the Bills? 


 Pair students up with different partners from the first activity.  Direct students to 
the Can You Pay the Bills? worksheets in their Student Guides.  Review the 
directions and check for students’ understanding.  Allow 5-7 minutes for students 
to complete their worksheets. 


 When students have completed their worksheets, ask students if either business 
appears to have sufficient capital.  [Both do – both businesses have a 3 to 1 
current ratio.]  Check students’ understanding and accuracy by working through 
the two current ratios on the board.  Remind students that the current ratio 
compares cash or things that can be converted to cash and that are used up by 
a business within a year and debts due within a year.  That’s why it’s called 
“current” ratio. 


Discussion 
 Suggest that the balance sheet can provide additional information to help 


entrepreneurs analyze their company’s financial performance.  For example, 
businesses use a working capital calculation to determine how much capital the 
business has to carry out its daily operations.     


 Write the following equation on the board: 


= Current Ratio 
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Current Assets – Current Liabilities = Working Capital 


 
 Explain that this equation uses the same numbers from the current ratio but 


subtracts current liabilities from current assets. 
 Suggest that entrepreneurs need to consider how many dollars creditors are 


providing to their business.  The debt ratio measures the percentage of total 
dollars in the business provided by creditors.  


  Write the following equation on the board: 
 


__Total Liabilities__   
Total Assets 


 
Explain that entrepreneurs prefer to have a high debt ratio, with creditors and 
others financing the business. 


 Explain that another useful equation involves looking at total liabilities compared 
to owner’s equity or owner’s net worth.  This actually is a measurement of the 
business’s use of debt. 


 Write the following equation on the board: 
 


_____Total Liabilities_____   
Owner’s Equity (Net Worth) 


 
 Suggest that a use of debt ratio of 1 to 2 is considered healthy. 
 Explain that there’s one more useful ratio that can be calculated using the 


balance sheet—the quick ratio.  The quick ratio indicates whether a company is 
liquid without having to depend on inventory. 


 Write the following equation on the board: 
 


Current Assets – Inventory   
Current Liabilities 


 Remind students that the current ratio used current assets, including inventory.  
The quick ratio drills down further to determine if the business’s assets are tied 
up in inventory.  A business whose assets are tied up in inventory is not very 
liquid.  A quick ratio of 1 is desirable. 


Activity 3: Ratio Analysis 
 Pair students with new partners.  Make sure each pair has a calculator.  Direct 


students to the Ratio Analysis worksheet in their Student Guides.  Review the 
directions and check for students’ understanding.  Allow 11-13 minutes for 
students to complete their worksheets. 


 When students have completed their worksheets, ask for a pair to volunteer to 
show their calculations for the first ratio on the board.  One student can write out 
Carver’s Cabinets while the other writes out Bethany’s Baubles.   


 Check for students’ accuracy and understanding by making certain each of the 


= Debt Ratio 


= Use of Debt Ratio 


= Quick Ratio 
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pairs has the correct answer. 
 Proceed in this same manner until all ratios have been shown on the board and 


students express a clear understanding. 
 Ask students the final question on the worksheet: Based on the ratios, which 


business’s financial performance is better?  [Actually both businesses appear 
healthy.  Carver’s has more working capital, which may allow the business to 
expand more quickly than Bethany’s.] 


Discussion 
 Remind students that the income statement is often considered to be an 


entrepreneur’s report card.  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.  The 
income statement shows whether or not the business is making a profit.  If the 
business is not making a profit, the entrepreneur can use the income statement 
to try to identify what’s not working.  If the business is making a profit, the 
entrepreneur can review the income statement to determine what is working! 


 Write the following equation on the board: 
 


Net Income after Taxes ÷ Net Sales = Net Profit on Sales 
 
 Explain that the rate of profit a business earns is often shown as the ratio of its 


net profit to its sales.  This ratio is calculated by dividing net income after taxes 
by net sales. 


 Advise students that before an entrepreneur can calculate his/her net profit on 
sales, he/she must first determine net income after taxes and net sales.  These 
calculations are found on the income statement. 


 Ask students to explain the difference between gross sales and net sales. 
[Gross sales are the dollar amount of all sales, including returns.  Net sales are 
the dollar amount of all sales after returns have been subtracted.]  Write the 
following equation on the board: 


 
Gross Sales – Returns = Net Sales 


 
 Suggest that there are three calculations that must be completed to determine 


net income after taxes.  Ask students if they can name the three calculations. 
[Gross profit, net income from operations, and net income before taxes.] 


 Ask students how gross profit is determined.  [Gross profit is profit before 
operating expenses are deducted:  Net Sales – Cost of Goods Sold = Gross 
Profit.] 


 Ask students how net income from operations is determined.  [Gross Profit – 
Operating Expenses = Net Income from Operations.] 


 Ask students how to calculate net income before taxes.  [If the business has 
additional expenses, such as interest on loans, then the equation is: Net Income 
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from Operations – Interest Expense = Net Income before Taxes.  However, if 
the business does not have additional expenses, the net income from operations 
equals the net income before taxes.] 


Activity 4: Profit or Loss? 
 Divide students into small groups of 3-4.  Make sure each group has a calculator. 


Direct students to the Profit or Loss? worksheets in their Student Guides.  
Review the directions and check for students’ understanding.  Allow 11-13 
minutes for students to complete both worksheets A and B. 


 While students are completing their worksheets, create a blank income statement 
template on the board. 


 When students have completed both worksheets, check for understanding and 
accuracy by randomly calling on groups to provide you with the correct numbers 
as you fill in the income statement template on the board, line by line.  Review 
the calculations as necessary so that students can see how the numbers are 
calculated. 


Discussion 
 Ask students how Paul and Tiffany can determine their net profit on sales.  [To 


determine net profit on sales, Paul and Tiffany would use the following equation: 
 


Net Income after Taxes 
Net Sales 


 
 Ask students to determine the net profit on sales as a percentage for both Paul 


and Tiffany.  [Paul: $56,100 ÷ $192,400 = 29%; Tiffany: $28,330 ÷ $241,400 = 
12%.] 


 Ask students how Paul and Tiffany can use this information to assess their 
businesses’ profits.  [Both Paul and Tiffany could compare their profit ratios this 
year with previous years—if their ratios declined, their businesses have become 
less profitable; if their ratios have increased, their businesses have become more 
profitable.  They can also compare their profit ratios with average profit ratios in 
their respective industries to see how their businesses are doing.] 


 Suggest that entrepreneurs need to set profit goals.  Profit goals should reflect 
the amount of profit the entrepreneur hopes to earn from his/her business in a 
year.   


Summarize the Learning 
 Remind students that in order to determine how well your business is doing, you 


must keep good records. 
 Emphasize that financial records and statements can help you analyze your 


sales and profits and help you set and meet profit goals. 
 Suggest that while many entrepreneurs hire accountants to handle their taxes, 


successful entrepreneurs pay close attention to the health of their business by 
creating the balance sheets and income statements themselves. 


= Net Profit on Sales  
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Enrich the Learning 
 Analyze Sales by Product.  Assign students the task of analyzing the sales of 


each of the products offered in their in-school business over the semester of 
operation.  Set a deadline for the completed assignment. 


 
 Profit Ratio.  Have students research the industry of their in-school business to 


determine the average profit ratio.  Have students calculate the profit ratio of their 
in-school business and compare it to their industry’s average profit ratio.  
Students should write a brief paragraph outlining steps to improve the profitability 
of their in-school business.  Set a deadline for the completed assignment. 


 
 Entrepreneur Interviews.   Ask students to draw up a short list of questions to 


use to interview a local entrepreneur about setting profit goals and analyzing the 
financial performance of his/her business.  Set a deadline for the completed 
assignment. 
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Can You Pay the Bills?  
(Answer Key) 


 
Directions:  Determine the current ratio for each of the businesses by using the information provided on 
their separate balance sheets.  Remember, the current ratio compares current assets with current 
liabilities: 
 


__Current Assets__     
Current Liabilities  


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


What is the current ratio for Carver’s Cabinets (show your calculation)? 
 


__$39,200__ 
$13,000 


 


= Current Ratio 


Carver’s Cabinets 
Balance Sheet 


December 31, XXXX 
 


Assets 
 


Liabilities 
 


Current assets  Current liabilities  
Cash $16,000 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 $39,200 Total liabilities $28,500 
   
Fixed assets Net worth  
Equipment $10,200 Mike Carver $36,005 
     Less depreciation $ -2,195   
Furniture $2,300   
      Less depreciation $ -200   
Vehicles $19,000   
      Less depreciation $ -3,800   
Total fixed assets $25,305   
   
 
Total assets $64,505


Total liabilities  
& net worth 


 
$64,505 


= 3:1
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Can You Pay the Bills? 
(Answer Key) 


 
Directions: Determine the current ratio for each of the businesses by using the information provided on 
their separate balance sheets.  Remember, the current ratio compares current assets with current 
liabilities: 
 


__Current Assets__     
Current Liabilities  


 


 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
What is the current ratio for Bethany’s Baubles (show your calculation)? 
 


__$21,900__ 
$8,000 


 
 
 


= Current Ratio 


Bethany’s Baubles 
Balance Sheet 


December 31, XXXX 
 


Assets 
 


Liabilities 
 


Current assets  Current liabilities  
Cash $ 2,500 Accounts payable $ 8,000 
Accounts receivable $8,000   
Less allowance for 
     uncollectible accounts 


-600 Long term liabilities 
Loans payable 


 
$19,500 


Inventory $12,000   
Total current assets $21, 900 Total liabilities $27,500 
   
Fixed assets Net worth  
Equipment $15,000 Bethany Bell $26,025 
     Less depreciation $ -1,175   
Furniture $2,800   
      Less depreciation $ -200   
Vehicles $18,000   
      Less depreciation $ -2,800   
Total fixed assets $31,625   
   
 
Total assets $53,525


Total liabilities  
& net worth 


 
$53,525 


= 3:1
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Ratio Analysis Answer Key 


Directions:  You will need to refer to the two balance sheets provided in the previous exercise (Can You 
Pay the Bills?).  Complete the calculations (show your work) for each company as directed below.  When 
you have completed all of the calculations, answer the final question based on your newfound knowledge. 


 
 Working Capital   Current Assets – Current Liabilities = Working Capital 


 
Carver’s Cabinets:   $39,200 - $13,000 = $26,200 
 
 
Bethany’s Baubles: $21,900 - $8,000 = $13,900 
 
 


 Debt ratio    _Total Liabilities__   
                             Total Assets 


 
Carver’s Cabinets: $28,500   
           $64,505  
 
Bethany’s Baubles:  $27,500 
                                 $53,525 
 


 
 Use of Debt       _____Total Liabilities_____   


                          Owner’s Equity (net worth) 
(round up to the nearest whole number) 


 
Carver’s Cabinets: $28,500  
                               $36,005 
 
Bethany’s Baubles: $27,500 
                                $26,025 
 


 
 Quick Ratio          Current Assets – Inventory   


                                      Current Liabilities 
 
Carver’s Cabinets: $39,200 - $15,000   
                                        $13,000 
 
Bethany’s Baubles:  $21,900 - $12,000   


                                                   $8,000 
 
Based on the ratios, which business has better financial performance? 


= Debt Ratio 


= Use of Debt Ratio 


= Quick Ratio 


= 44%


= 51%


= 1 (.79 rounded up) 


= 1


= 1.86 


= 1.24 
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Profit or Loss? A  
(Answer Key) 


 
Directions: Read the company scenario and use the information provided to create an income statement 
for the company.  Remember these equations: 
 


Net Income after Taxes ÷ Net Sales = Net Profit on Sales 
Gross Sales – Returns = Net Sales 


Net Sales – Cost of Goods Sold = Gross Profit 
Gross Profit – Operating Expenses = Net Income from Operations 


Net Income from Operations – Interest Expense = Net Income before Taxes 
Net Income before Taxes – Income Tax Paid = Net Income after Taxes 


  
Paul’s Auto Parts  
 Paul owns a small automotive parts store.  He sold $195,000 worth of auto parts and 


had $2,600 worth of merchandise returned.  What were Paul’s net sales? 
 Last year, Paul spent $87,500 for parts that he sold.  What was Paul’s gross profit? 
 Paul’s operating expenses include: Utilities $1,500, Salaries $28,500, Advertising 


$800, Insurance $900, Rent $6,800, Other expenses $500.  What was Paul’s net 
income from operations? 


 Paul has a loan from the Small Business Administration and paid $1,600 in interest 
last year.  What was Paul’s net income before taxes?   


 Paul is a sole proprietor and paid $8,200 in taxes last year.  What was Paul’s net 
income after taxes? 


 
Revenue from sales  
     Gross sales $195,000 
     Less returns 2,600 
     Net sales 192,400 
     Cost of goods sold 87,500 
     Gross profit 104,900 
Operating expenses  
      Utilities 1,500 
      Salaries 28,500 
      Advertising 800 
      Insurance 900 
      Rent 6,800 
      Other expenses 500 
      Total expenses 39,000 
Net income from operations 65,900 
    Less interest expense 1,600 
Net income before taxes 64,300 
     Less income tax paid 8,200 
Net income after taxes 56,100 
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Profit or Loss? B 
(Answer Key) 


 
Directions: Read the company scenario and use the information provided to create an income statement 
for the company.  Remember these equations: 
 


Net Income after Taxes ÷ Net Sales = Net Profit on Sales 
Gross Sales – Returns = Net Sales 


Net Sales – Cost of Goods Sold = Gross Profit 
Gross Profit – Operating Expenses = Net Income from Operations 


Net Income from Operations – Interest Expense = Net Income before Taxes 
Net Income before Taxes – Income Tax Paid = Net Income after Taxes 


 
Tiffany’s Baskets and Balloons  
 Tiffany owns a retail business that offers specialty gift baskets and balloons.  She 


sold $245,000 worth of baskets and balloons and had $3,600 worth of merchandise 
returned.  What were Tiffany’s net sales? 


 Last year, Tiffany spent $150,000 for merchandise that she sold.  What was Tiffany’s 
gross profit? 


 Tiffany’s operating expenses include: Utilities $1,800, Salaries $32,500, Advertising 
$1,200, Insurance $1,300, Rent $8,600, Other expenses $1,000.  What was 
Tiffany’s net income from operations? 


 Tiffany has a loan from her local bank and paid $2,800 in interest last year.  What 
was Tiffany’s net income before taxes?   


 Tiffany is a sole proprietor and paid $13,870 in taxes last year.  What was Tiffany’s 
net income after taxes?   


 


Revenue from sales  
     Gross sales $245,000 
     Less returns 3,600 
     Net sales 241,400 
     Cost of goods sold 150,000 
     Gross profit 91,400 
Operating expenses  
      Utilities 1,800 
      Salaries 32,500 
      Advertising 1,200 
      Insurance 1,300 
      Rent 8,600 
      Other expenses 1,000 
      Total expenses 46,400 
Net income from operations 45,000 
    Less interest expense 2,800 
Net income before taxes 42,200 
     Less income tax paid 13,870 
Net income after taxes 28,330 
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Unit 6: Section 3 


Ethical Issues in Business 
 
“Relativity applies to physics, not ethics.” – Albert Einstein, German-born American 
theoretical physicist  
 


Overview 
Students define ethics and discuss how personal ethical values are formed.  They also 
practice making ethical business decisions using a decision making process as a guide. 


Objectives 


Students will be able to: 
 Define ethics, values and morals 
 Discuss the difference between illegal and unethical behavior 
 List the steps to sound ethical decision making 
 Develop a code of ethics 


Preparation 
Review the lesson and map out your own timeframe. 
Complete your own What I Value worksheet.  [Activity 1] 
Review the directions for facilitating the What’s Going On? group 


discussion.  [Activity 2] 
Review the What’s Going On? Survey Results to be ready to facilitate 


the discussion.  [Activity 2] 
Make a set of Ethical Dilemma cards to use to draw from.  [Activity 3] 
Review the Six Pillars of Character page and Developing a Business 


Code of Ethics worksheet to be ready to facilitate the exercises and 
discussion.  [Activity 4] 


Go online and download examples of company codes of ethics to share 
with students if they need further guidance.  [Activity 4]  


Establish the Framework for Learning 


 Write Einstein’s quote (noted above) on the board and ask students to share their 
thoughts as to what Einstein meant.   


 Ask students to write down three words that best describe their own individual 
guiding principles.  Explain that students may refer to these words later in the 
class period. 







 


Entrepreneurship: Running a Business 6.3 Ethical Issues in Business Page 94
 


Develop the Learning 
Discussion 


 Write these three words on the board: “ethics,” “values” and “morals.”  Ask 
students if they can define each word and explain their relation to one another. 
[Ethics is the study of values; how we ought to live; a set of moral principles or 
values.  Values are defined as standards, ideals or beliefs that serve as guides 
by which we live and make decisions.  Morals are considered practical 
applications of ethical principles; accepted standards of right and wrong that are 
usually applied to personal behavior.] 


 Write the following equation on the board: 
 


ETHICS = CHARACTER + CONCERN FOR THE COMMUNITY 
 


 Explain that “ethics” comes from the Greek word, “ethos.” It means character or 
one’s distinguishing attitudes and beliefs.  Its secondary application is concern 
for the community.  Therefore, our ethos, or our character, determines how we 
make decisions that affect not only us, but also those around us - our community, 
family, friends and co-workers. 


 Ask students to identify how our personal values are formed.  Record students’ 
answers on the board.  [Typical responses might include: family, friends, church, 
heroes, teachers, media, past experiences, health problems and emotional 
events.] 


 Suggest to students that their values are their personal inventory of what they 
consider most important in life.  We all have values, but unless we take the time 
to think about those values, we can easily overlook them when we're making 
important choices.  


 Review with students some guidelines for identifying what they value: 
o Is this something that's important to you? 
o Do you feel good about this being important to you? 
o Would you feel good if people you respect knew that this was 


important to you?  
o Have you ever done anything that indicates that this is important to 


you? 
o Is this something you would stand by even if others made fun of 


you for it? 
o Does this fit in with your vision of who you are? 


Activity 1: What I Value 
 Direct students to the What I Value worksheet in their Student Guides. Review 


the directions and check for students’ understanding.  Encourage students to 
think about what’s really important to them.  Remind them that this activity is all 
about them—not their parents, their siblings or their friends, just THEM.  They 
should take time to think through their answers.  Allow 12-15 minutes for 
students to identify their top three values that guide them in life. 


 Ask for volunteers to share their top three values. (Facilitate the discussion so 
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each student’s list is recognized as having merit and avoid any judgmental 
comments.  If no one volunteers, then offer your own list.) 


 Remind students that what’s most important is that they each have a strong 
sense of who they are and what’s important to them! 


Discussion 
 Ask students if they can think of at least two benefits of understanding their own 


value system.  [1. You usually won’t regret decisions you made based on your 
value system.  2. It is often easier to make decisions if you do not consider 
actions that go against what you value.  3. Confidence in your values enables 
you to persuade others to agree with your decisions.  4. Understanding your 
value system will allow you to think more often before you act.] 


 Ask students if it’s possible that a behavior may be legal but still not ethical. Ask 
them to provide examples.  [Yes.  Examples: Looking for another job while you 
are currently employed; pursuing your own interests (researching concert tickets) 
while on ‘the clock’; lying about your height or weight on your driver’s license; 
taking frequent breaks on the job; staying home “sick” from school to avoid taking 
a test.] 


Activity 2: What’s Going On? 
 Explain that in 2006, the Josephson Institute of Ethics surveyed 36,000 high 


school students about what they thought about ethical issues, their own values 
and priorities and their own actions. 


 State that, “Following a benchmark survey in 1992, the Josephson Institute has 
conducted a national survey of the ethics of American youth every two years. 
The 2006 data was gathered through a national sample of public and private high 
schools.” 


 Divide students into small groups of 5-6.  Explain that students will have the 
opportunity to discuss several of the questions that were part of the Josephson 
Institute of Ethics Report Card 2006: The Ethics of American Youth.  Direct 
students to the What’s Going On? worksheet in their Student Guides.  Review 
the directions and check for students’ understanding.  Allow 15–22 minutes for 
students to discuss the questions and determine what percent of the actual 
students surveyed selected which response. 


 Ask students if they were uncomfortable with the discussions.  Suggest that 
because ethics involves personal values it can be a difficult topic to discuss.  


 Reveal the actual survey results by reading each statement and asking each 
group to share which response they thought had the highest percentage of 
students selecting it.  Ask each group to also share the percentage they came up 
with.  Then share the actual percentages with the class using the What’s Going 
On? Survey Results.  As you work your way through the survey results, allow 
time for students to react and comment. 


 When you have finished sharing the actual results, ask students if they think their 
own class is similar or dissimilar to the 36,000 students who completed the actual 
survey.  Encourage students to share their reasoning. 







 


Entrepreneurship: Running a Business 6.3 Ethical Issues in Business Page 96
 


Discussion 
 Ask students if they think making ethical decisions is easy.  Have students 


explain their answers. 
 Suggest to students that making ethical decisions can be difficult sometimes.  As 


entrepreneurs starting out in business, they may be faced with some tough 
decisions.  To help them make sound ethical business decisions, they may want 
to review and practice an ethical decision-making model. 


 Direct students to the Steps to Ethical Decision Making in Business page in 
their Student Guides.  Randomly call on students to write the steps out loud in 
order.  Allow time for questions and discussion after each step has been read 
aloud. 


Activity 3: Ethical Dilemmas 
 Ask students if they are ready to practice the steps to ethical decision making. 


Divide students into four small groups, preferably with an uneven number of 
students in each group.  Ask each group to select one person who will act as the 
group‘s spokesperson.  Let the students know that everyone will have input, but 
the spokesperson will be the person who announces the group’s decision.  


 Explain to students that the spokesperson will come up to the front of the class 
and draw an Ethical Dilemma card for his/her group.  Each group will have a 
different card.  The card describes a “real life” situation.  Students will have 7-9 
minutes to discuss the ethical dilemma and make a decision.  When time is up, 
each group’s spokesperson will be called upon to first read the card aloud and 
then share his/her group’s thought process and decision. 


 Encourage students to use the Ethical Decision Making worksheet in their 
Student Guides as they discuss their dilemma. 


 When 7-9 minutes are up, call time.  Randomly select a group to begin and 
instruct the spokesperson to read the Ethical Dilemma card out loud and then 
share the group’s thought process and final action.  Allow time for other groups to 
offer alternative actions. 


 If there is time, repeat the process with the remaining four Ethical Dilemma 
cards. 


Discussion 
 Ask students if it was difficult to make decisions in situations that lack laws or 


rules to serve as guides. 
 Suggest that to make ethical decisions, people need to have character.  Ask 


students to define the term, “character.”  [Character may be defined as one’s 
reputation based on self-discipline, courage and ethics; as knowing what is right 
and acting on it; as the inherent complex of attributes that determine a person’s 
moral and ethical actions and reactions.] 


 Ask students to list the character traits they believe are important for a person of 
character to possess.  List the students’ responses on the board.  Compare the 
students’ list to the list below: 


o Integrity 
o Honesty 
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o Responsibility 
o Fairness 
o Conscientiousness 
o Respect for self and others 
o Hard work 
o Trustworthiness 


 Ask students to explain what is meant by a “code of ethics.”  [A code of ethics is 
the level of ethical behavior demanded by an individual, a business, a culture or a 
society.] 


 Ask students if they can think of any benefits to developing a code of ethics for a 
business.  [According to the Small Business Administration, “The benefit is higher 
employee morale and commitment, which in most cases leads to higher profits.”] 


 Remind students that business ethics made the headlines in 2002 when a 
number of large corporations allegedly published false financial statements.  Ask 
students if they can name any of those companies since 2002 that have 
appeared in the headlines.  [Enron, WorldCom-MCI, Qwest] 


Activity 4: Code of Ethics 
 Direct students to the Six Pillars of Character page in their Student Guides. 


Randomly call on students to read aloud each “pillar” and the corresponding 
bulleted points.  Allow time after each pillar is read aloud for students to ask for 
clarification or for additional comments. 


 Divide students into small groups of 3-5.  Direct students to the Developing a 
Business Code of Ethics worksheet in their Student Guides.  Review the 
directions and check for students’ understanding.  Allow 15–22 minutes for 
students to create an initial draft. 


 When time is up, ask each group to share their thoughts and look for a common 
thread.   


 Determine a time when students can regroup and finish their code of ethics.  
Make certain you schedule a follow-up session where students can review the 
proposed code of ethics and can finalize a code of ethics for the in-school 
business. 


Summarize the Learning 
 Emphasize to students that it is usually more difficult to make decisions in 


situations where there are no laws or rules to serve as guides.   
 Suggest that running a business, no matter how big or small the business is, 


requires making ethical decisions. 


Enrich the Learning 
 Personal Code of Ethics.  Encourage students to develop their own individual 


code of ethics.  Direct students to the My Code of Ethics worksheet in their 
Student Guides.  Review the directions and check for students’ understanding.  
Set a deadline for the completed assignment. 
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 Business Ethics Scandals.  Assign students the task of researching a recent 
business scandal such as Enron, Qwest or Martha Stewart.  Have students write 
a three to five page paper explaining the scandal and stating their opinion of the 
company and the people involved.  Set a deadline for the completed assignment. 


 
 Lessons Learned.  Ask students to reflect on lessons they have learned as they 


have grown up.  Have them write a letter to a parent, teacher, friend or sibling —
whomever they credit with helping them become a person of character— 
thanking the person for being an important part of their life. 
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What’s Going On? Survey Results 


Directions:  Listed below is a series of questions that have been excerpted from the Josephson Institute of 
Ethics Report Card 2006: The Ethics of American Youth.  In your small group, take a moment to discuss 
each question and consider how you would respond and share your thoughts.   As a group, consider each 
question and decide what percent of the 36,000 students actually surveyed answered the question in a 
specific way.  For example, if your group feels that 87% of teens agree with the first statement, mark 87% 
in the Agree column for that statement.  
 


Section II: WHAT DO YOU THINK? 
 


 Strongly 
Agree 


Agree Disagree Strongly  
Disagree 


No Opinion 


Being a good person is more important 
than being rich. 


46.8% 42.0% 7.5% 3.7% 1.2% 


When it comes to doing what is right, I am 
better than most people I know. 


18.8% 5.5% 22.8% 3.4% 1.1% 


In personal relationships, trust and honesty 
are essential. 


70.3% 27.3% 1.6% 0.8% 1.3% 


In business and the workplace, trust and 
honesty are essential. 


50.3% 43.4% 5.1% 1.3% 1.0% 


In the real world, successful people do 
what they have to do to win, even if others 
consider it cheating. 


19.2% 39.9% 29.7% 11.2% 1.1% 


A person has to lie or cheat sometimes in 
order to succeed. 


9.2% 32.6% 31.6% 22.1% 1.3% 


My parents/guardians would rather I cheat 
than get bad grades. 


2.4% 4.6% 29.5% 63.5% 1.0% 


It’s important to me that people trust me. 62.9% 33.9% 2.2% 0.9% 1.0% 
It’s not worth it to lie or cheat because it 
hurts your character. 


34.2% 48.9% 14.1% 2.8% 1.5% 


Most adults in my life consistently set a 
good example of ethics and character. 


25.8% 56.5% 14.3% 3.4% 0.6% 


I am satisfied with my own ethics and 
character. 


40.3% 51.4% 6.7% 1.5% 1.3% 


 
SECTION IV: HAVE YOU DONE THESE THINGS? 


Answers should be based on the last 12 months. 
 Never Only Once Two or More 


Times 
Blank 


Lied to a parent about something significant. 18.8% 26.4% 54.9% 3.1% 
Lied to a teacher about something significant. 38.0% 27.4% 34.6% 2.7% 
Copied an Internet document for a classroom 
assignment. 


67.1% 16.4% 16.5% 2.7% 


Cheated during a test at school. 39.8% 25.0% 35.2% 3.0% 
Stole something from parents or relatives. 77.0% 21.0% 10.9% 3.2% 
Stole something from a friend. 81.2% 11.6% 7.3% 3.8% 
Stole something from a store. 72.2% 14.0% 13.8% 4.7% 
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Unit 6: Section 4 


Giving Back 
 
“Imagine a world where people give of themselves simply because they want to. Not out 
of a sense of debt.  Or because they want something in return.  No ulterior motives.  No 
guilt feelings.  Just the desire to give for the sake of giving.  Now, instead of imagining 
this kind of world, do your part in making it happen.  Make a charitable donation.  
Volunteer your time to improve your community.  Give back to the world that gives so 
much to you.  And if it happens to make you feel good to give, that’s all right.  Feeling 
good is the one ulterior motive that’s acceptable.” – Bill Daniels, cable television 
pioneer, philanthropist, founder of Young Americans Bank 
 


Overview 
Students discuss ways entrepreneurs can become socially responsible.  They consider 
how businesses impact society and explore opportunities to contribute to their 
community. 


Key Objectives 


Students will be able to: 
 Explain the difference between philanthropy and corporate social responsibility 
 Recognize an entrepreneur’s responsibilities to customers, suppliers, creditors, 


investors, employees and his/her community 
 Develop a socially responsible business 


Preparation 
Review the lesson and map out your own timeframe. 
Complete your own Philanthropy and Me worksheet to be ready to 


facilitate a discussion.  [Activity 1] 
Complete your own To Give or Not To Give… worksheet to be ready to 


facilitate a discussion.  [Activity 2] 
Review the Tips for Giving Wisely and add your own tips from your 


own experience.  [Activity 2] 
Review the What’s It To You? Answer Key and add your own ideas. 


[Activity 3] 
Gather large post-in note or flip chart paper and markers.  [Activity 4] 
Complete your own Doing the Right Thing worksheet to be ready to 


facilitate a discussion.  [Activity 4]  


Establish the Framework for Learning 


 Ask students to indicate, by a show of hands, how many of them have: 
o Purchased clothing from The Gap; 
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o Eaten Ben & Jerry’s Ice Cream; 
o Purchased products from The Body Shop; or 
o Wore a pair of Levi’s? 


 Ask students if they ever make consumer decisions based on whether or not a 
company donates to the community.  Ask students to share why they think it is/is 
not important to know if a company contributes to the community. 


 Ask those students who have volunteered in the past year or who are currently 
volunteering to share a little bit about their experiences. 


Develop the Learning 


Discussion 
 Ask students to define the term, “philanthropy.”  Write their responses on the 


board.  [Philanthropy is defined in different ways. The origin of the word 
philanthropy is Greek and means love for mankind. Today, philanthropy includes 
the concept of voluntary giving by an individual or group to promote the common 
good.]   


 Review the definition by emphasizing the following points: 
o Involves something happening, a result of action/activity. 
o The action is voluntary.  It is not mandated.  The choice to act is the 


individual’s. 
o The action is directed at the public good.  It is not self-serving (like a “for-


profit” activity).  It is not mandated by law (like a government-controlled 
activity). 


 Explain that voluntary action for the public good occurs largely in the arena 
known as the nonprofit sector.  Ask students if they can explain the difference 
between nonprofits and for-profits.  [Nonprofit organizations are not prohibited 
from making a profit, but there are limitations on what they can do with their 
profits.  Nonprofit organizations cannot use their excess revenue for the benefit 
of people with an interest in the company.  For example, for-profit companies 
may use their profits to pay out dividends to their stockholders, but nonprofits do 
not have stockholders and cannot divide their profits among employees or 
friends.  Nonprofit organizations usually put any profits right back into the 
organization to continue to provide for the public good.] 


 Suggest that philanthropy means giving of your time, talent and treasures.  
Activity 1: Philanthropy and Me 


 Ask students if they personally know a philanthropist.  Ask them to reflect on the 
character traits of that individual.  If they do not personally know a philanthropist, 
encourage students to consider what character traits a philanthropist might 
possess. 


 Direct students to the Philanthropy and Me worksheet in their Student Guides. 
Review the directions and check for students’ understanding.  Explain that 
students are to work independently for the first 9-11 minutes.  When time is 
called, they will have the opportunity to discuss in small groups.  


 Call time after 9-11 minutes.  Divide students into small groups of 3-5. 
Ask students to share their responses and create a group consensus for the first 
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question regarding philanthropic characteristics.  Allow 7-9 minutes for 
consensus.   


 Have groups share their responses by asking each group to provide one 
characteristic and then continue around the room until all groups’ lists have been 
exhausted.  Write the students’ list of characteristics on the board.  Compare with 
the list below: 


o Advocacy 
o Aware 
o Benevolent  
o Caring 
o Charitable 
o Concerned  
o Empathetic 
o Generous 
o Giving 
o Helpful  
o Humanitarian 
o Kind 
o Respectful  
o Responsible  
o Selfless 
o Sharing  
o Supportive 


 Ask groups to share their responses to the question regarding their own acts of 
philanthropy with the members of their small group.  Allow 7-9 minutes for 
students to share their own philanthropic activities. 


 When time is called, ask students to indicate by a show of hands, how many 
share their time, how many share their talents and how many share their 
treasures. 


Discussion 
 Explain that according to The National Foundation for Teaching 


Entrepreneurship, “There is a long, established connection in the United States 
between entrepreneurs and philanthropy.”  Ask students if they can think of any 
well-known entrepreneurs who are also well-known philanthropists, deceased or 
alive.  [Andrew Carnegie, Bill and Melinda Gates, Madame C.J. Walker, John D. 
Rockefeller, Sr., Jeffrey Skoll, Mario Morino, Eli Broad] 


 Suggest that there are many reasons that entrepreneurs become philanthropists. 
Ask students to consider the reasons they might choose to become a 
philanthropist if they were successful entrepreneurs.  Write the students’ 
responses on the board. 


 Share the reasons listed below and compare the students’ responses to those 
provided by Teresa Stohs, vice president for Hartsook Companies Inc., one of 
America's largest fundraising consulting firms, in her article, Entrepreneurs as 
Philanthropists: 
“Entrepreneurs…tend to give to an organization because that organization: 


o Impacts them personally (now or in the past) 
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o Provides service to their children or family  
o Operates as a grass-roots group  
o Advances their business interest  
o Represents their personal ideals.” 


Activity 2: To Give or Not To Give… 
 Ask students if they believe that having large sums of money also means having 


responsibility.  Have students share their opinions.  Allow everyone to be heard 
without judgment. (You may find students divided on this topic.  Some might say 
that if you’ve earned the money, it’s yours to keep.  Others might suggest that if 
you’ve earned a lot of money, you have a responsibility to others less fortunate.) 


 Divide students into small groups of 5 (Note: an uneven number of students is 
preferred for this activity).  Direct students to the To Give or Not To Give… 
worksheet in their Student Guides.  Review the directions and check for 
students’ understanding.  Allow 13-17 minutes for students to complete both 
sections of the worksheet. 


 While students are completing their worksheet, write the six common categories 
on the board: 1) Religious, 2) Public and Social Benefit, 3) Health and Human 
Services, 4) Art, Culture and Recreation, 5) Education and 6) Environmental. 


 When time is called, ask each group to select a spokesperson.  Randomly call on 
spokespeople and ask them to share the overall category their group selected.  
Put a “tick” mark next to the selected category.  Is there a common thread?  If so, 
ask students why they think there is a common cause. 


 Continue the discussion, by asking each group’s spokesperson to share the 
specific cause, mission or purpose the group selected to donate their $5,000.  
Allow time for discussion about the process each group experienced as they 
made their selection.  


Discussion 
 Ask students how they select nonprofits or charities to which to donate.  Do they 


conduct research?  Do they select based on emotional bond?  Do they choose 
based on family tradition?  Do they donate because “everyone else is donating”? 


 Direct students to the Tips for Giving Wisely page in their Student Guides.  
Select students randomly to read aloud each of the six tips.  Allow for discussion. 


 Ask students to define the term, “corporate social responsibility.”  [While there 
are numerous definitions, here are three: 1. How companies manage the 
business processes to produce an overall positive impact on society.  2. The idea 
that businesses should not function amorally, but instead should contribute to the 
welfare of their communities.  3. Acting with concern and sensitivity, aware of the 
impact of your actions on others, particularly the disadvantaged.] 


 Explain that according to BusinessLink, “Your business doesn’t exist in isolation, 
simply as a way of making money.  Your employees depend on your business.  
Customers, suppliers and the local community are affected by you and what you 
do.  Your products, and the way you make them, have an impact on the 
environment.” 


 Have students “step back” and reflect on the scope of what you just read.  Ask 
students if they agree with the statement.  Have them explain their responses. 
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Activity 3: What’s It To You? 
 Divide students into four equal groups.  Designate one group as “employees,” the 


next group “customers,” the third group “suppliers” and the fourth group 
“community.”  Direct students to the What’s It To You? worksheet in their 
Student Guides that corresponds to their designated group.  Review the 
directions and check for students’ understanding.  Allow 13-17 minutes for 
students to complete their worksheets. 


 When time is called, ask each group to select a spokesperson to share his/her 
group’s ideas.  Ask each spokesperson to stand in place and identify which 
group he/she represents before sharing the group’s responses.  Use the What’s 
It To You? Answer Key to facilitate the discussion.  Encourage the other groups 
to provide additional ideas. 


 Ask students what benefits, if any, there might be for companies who practice 
corporate social responsibility.  [According to Business Link, “Effective corporate 
social responsibility can cut costs and boost sales.  But focusing on financial 
measures overlooks its true value.  Corporate social responsibility can also 
improve your reputation, boost customer loyalty and motivate employees.”]  


Discussion 
 Suggest to students that there is one area of impact that has not been discussed. 


 Ask students if they can think of an area where business has a wider impact 
than on the various people previously mentioned.  [The environment.] 


 Ask students if any of them are currently taking steps to protect their environment 
and to share those steps with the class.  [Responses might include: using public 
transportation, carpooling, switching off lights, using reusable grocery bags, 
recycling cans, etc., refusing to buy heavily packaged products.] 


 Have students brainstorm ways that businesses can reduce their environmental 
impact.  List the students’ responses on the board.  [Responses may include: 
protecting environment from pollutants (no dumping hazardous waste), recycling 
materials, creating recyclable products, minimizing packaging, buying locally to 
save fuel costs, selling products that do not cause damage to the environment, 
refusing to buy products that harm the environment.] 


 Explain that the federal government created an agency in 1970 to enforce the 
laws governing the environment.  That agency is called the Environmental 
Protection Agency (EPA) and it enforces federal laws concerning clean air and 
water.  For example, the EPA banned the use of harmful fluorocarbons in aerosol 
products such as hairspray in 1978. 


Activity 4: Doing the Right Thing 
 Divide students into small groups of 4-6.  Explain that students will have the 


opportunity to implement corporate social responsibility practices in their in-
school business.  Direct students to the Doing the Right Thing worksheet in 
their Student Guides.  Review the directions and check for students’ 
understanding.  Allow 17-19 minutes for students to complete their worksheets. 


 When time is up, provide each group with a large post-it or flipchart page and 
markers.  Ask each group to list their responses on the paper and to hang up the 
paper in the designated spot. 







Entrepreneurship: Running a Business 6.4 Giving Back Page 107
 


 Have students move about the room reading each group’s ideas.   
 When students are seated, ask students if they noticed any commonalities. 


Discuss the ideas for meeting the in-school business’s social responsibilities, one 
category at a time.  Mark the ideas that students are most in favor of and that 
seem doable. 


 Ask for volunteers to form a corporate social responsibility ad hoc group to 
finalize a corporate social responsibility plan for review. Set a deadline for 
completion.   


 Schedule class time for reviewing the proposed corporate social responsibility 
plan, adopting and implementing the plan.  


Summarize the Learning 


 Emphasize that there are many benefits to both the entrepreneur and to society 
when a business is socially responsible. 


 Remind students that many past and present entrepreneurs have been generous 
philanthropists. 


 Encourage students to consider ways in which they can give of their time, talent 
and treasure. 


Enrich the Learning 


 Corporate Citizens.  Have students research a company such as The Gap, Ben 
& Jerry’s Ice Cream, The Body Shop, Levis Strauss, Green Mountain Coffee 
Roasters, Inc., Johnson & Johnson or Whole Foods Market, and determine if the 
company practices corporate social responsibility.  Assign students either an oral 
presentation or a 3-5 page paper (or both).  Set a deadline for the completed 
assignment. 


 
 Cause-Related Marketing.  Have students bring in three ads as examples of 


cause-related marketing (when a business associates with a cause to gain joint 
publicity for that cause and the company).  Ask students to attach a 5-paragraph 
analysis of the ads focusing on the effectiveness of each ad.  Set a deadline for 
the completed assignment. 


 
 Entrepreneurs as Philanthropists.  Have students research a past or present 


entrepreneur and discover his/her philanthropic activities.  Have students draft a 
thank-you letter to the entrepreneur outlining the entrepreneur’s impact on the 
community.  Set a deadline for the completed assignment. 
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What’s It To You?  
(Answer Key) 


 
Employees 


 Fair wages. 
 Flextime schedules. 
 Health care. 
 Tuition reimbursement. 
 Telecommuting options. 
 On-site childcare. 
 Paid time off for parent-teacher conferences. 
 Carpool vans. 
 Company cafeterias. 
 Onsite fitness centers. 


 
Customers 


 Treat customers as you would like to be treated (with respect). 
 Be honest.  Help your customers make the right buying decision. 
 Avoid false advertising or exaggerating the benefits of your products or services. 
 Handle disputes fairly. 
 Make customers aware of any dangers associated with your products. 
 Write brochures in plain English; avoid the “small print.” 
 Avoid pressure selling. 


 
Suppliers 


 Pay your suppliers on time. 
 Treat suppliers with respect. 
 Give suppliers adequate time to fill your orders. 
 Handle disputes fairly. 
 Refuse to participate in dishonest schemes (cash under the table). 
 Use local suppliers when possible to continue to build the sense of community. 
 If you change suppliers, let the current supplier know the reasons you changed. 


 
Community 


 Donate money to local charities. 
 Donate in-kind services. 
 Match employee donations. 
 Provide paid time off to employees to volunteer for community activities. 
 Sponsor a community event. 
 Volunteer. 
 Donate products. 
 Establish a cause-related marketing campaign (associate business with a cause 


and gain joint publicity for that cause and the company). 





		Managing Cash Flow Lesson_6 1

		Analyzing Financial Performance Lesson_6 2

		Ethical Issues in Business Lesson_6 3

		Giving Back lesson_6 4






 
 
 
 
 


Unit 5 
Customer- 


Centered Sales 
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Unit 5: Section 1 


Managing Yourself and Others 
 
“People are definitely a company’s greatest asset.  It doesn't make any difference 
whether the product is cars or cosmetics.  A company is only as good as the people it 
keeps.”  – Mary Kay Ash, founder of Mary Kay Cosmetics 
 


Overview 
Students discover the difference between leading and managing, consider staffing 
issues and discuss time management techniques. 


Key Objectives 


Students will be able to: 
 Distinguish between leaders and managers 
 Choose a leadership style 
 Recruit, interview and select an employee 
 Manage their time more efficiently 


Preparation 
Review the lesson and map out your own timeframe. 
Complete and score your own To Lead or Not… worksheet to be able to 


share your leadership potential.  [Activity 1] 
Complete and score your own What Type of Leader are You? worksheet 


to be able to share your leadership style.  [Activity 2] 
Review the Leadership Styles information sheet to become familiar with 


the concepts.  [Activity 3] 
Review the It’s Time to Hire! Answer Key and be prepared to add your 


own thoughts to the discussion.  [Activity 3] 
Review the Timing is Everything worksheet to be able to guide 


discussion.  [Activity 4] 
Consider the possible hours and days of the week for operating for the in-


school business and review the It’s All About Scheduling worksheet to 
be able to guide students in developing a schedule.  [Activity 5]  


Establish the Framework for Learning 


 Ask students how many of them have worked for someone else (remind them 
that babysitting siblings or doing chores for family members - activities that they 
may not have been paid for - are still to be considered as working for others).  
Ask them to think about their “supervisors” and “bosses.”  Create two columns on 
the board: “+” and “-“.  Ask students to “shout out” the characteristics or qualities 
they liked in their bosses as you list them on the board.  Next, ask students to 
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“shout out” the characteristics or qualities they disliked in their bosses as you list 
them on the board. 


 Pose the question: Why does it seem as though some people have more time 
than others?  Ask students to jot down their answers on a scrap piece of paper.  
Ask for volunteers to share their responses. 


Develop the Learning 
Discussion 


 Ask students if they think there is a difference between leading and managing.  
[According to Peter Drucker, management guru, “Managers are people who do 
things right.  Leaders are people who do the right thing.”  Managers are 
dedicated to maintenance of the existing organization and leaders are often 
committed to its change.] 


 Ask students if they think managers can become leaders?  [While this is an age-
old question, most would agree that leadership at any level is built on basic 
management skills.] 


 Have students consider whether an entrepreneur needs to be a manager or a 
leader.  [Not really a trick question: entrepreneurs do need to have some basic 
management skills, but they may need more leadership qualities to be 
successful.] 


Activity 1: To Lead or Not… (Adapted from: Learning to Lead, Pat Helm) 
 Remind students that every business needs both leaders and followers or 


leaders and managers.  What is most important is for individuals to know who 
they are: do they have leadership potential?  Do they want to have a leadership 
role? 


 Explain that students will have the opportunity to assess their own individual 
leadership potential.  Direct students to the To Lead or Not…worksheet in their 
Student Guide.  Review the directions and check for students’ understanding.  
Encourage them to complete the worksheet as they really feel, not as though 
there are “right” and “wrong” answers.  Stress the fact that this activity is for them 
to discover important things about themselves.  Allow 7-9 minutes for students to 
complete their worksheets. 


 When students have completed their worksheets, have them add up the numbers 
they circled to get a total score.  When students have scored their worksheets, 
share what the score means: A score of 80 or above = high desire and potential 
to lead.  A score between 60 and 80 = solid potential to lead others.  A score 
below 60 = an opportunity to develop your management skills before you 
consider leadership options. 


Discussion 
 Ask students if they were surprised by their overall scores and what they 


translated into.  Encourage students to continue to reflect on their leadership 
potential. 


 Refer students to the list of positive and negative characteristics and qualities of 
bosses that they created at the beginning of class.  Ask students if they can 
describe the leadership styles of their bosses. 
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 Ask how many students have been in a leadership or management role.  Ask for 
volunteers to share their experience and how they would describe their style. 


Activity 2: What Type of Leader are You? (Adapted from: How to Choose a 
Leadership Pattern, Harvard Business Review) 


 Explain that while there are many styles of leadership and as many different 
names for the styles, leaders commonly fall into three styles: directive, 
participative, and free-rein. 


 Direct students to the What Type of Leader are You? worksheet in their Student 
Guide.  Review the directions and check for students’ understanding.  Allow 8-10 
minutes for students to complete their worksheets. 


 Ask students to turn to the What Type of Leader are You? Scoring worksheet 
in their Student Guide.  Read the instructions out loud and check for students’ 
understanding. 


 When students have completed scoring, ask them to identify their leadership 
style by standing in place when you call out the leadership style.  Call out each 
style until all students are standing.  Ask students to resume sitting. 


Discussion 
 Refer students to the Leadership Styles information page in their Student 


Guide.  Review each of the styles.  Point out that the directive style has the 
emphasis on the leader, the participative style emphasizes the work group, and 
the free-rein style emphasizes the employee. 


 Have students read through the description again of the leadership style they 
identified as being their style.  Ask them if the description is right on or not.  
Encourage students to share their reactions. 


 Review the eight points listed at the bottom of the Leadership Styles page in the 
Student Guide.  As you read each statement, engage students in a discussion 
about their reaction to the statement. 


 Share with students that one style is not necessarily better than the others.  
Effective leaders tend to use the approach that best matches the circumstances. 
This is referred to as situational leadership.  For example, as a business 
owner, if you have inexperienced and untrained employees, you will need to use 
a directive leadership style until your staff is more experienced.  If you are a 
business owner who is running several stores, a participative style may work best 
when managing employees who are working directly with customers.   


 Suggest that many entrepreneurs run their businesses by themselves in the 
beginning.  Some entrepreneurs rely on family or friends to help out in the 
beginning as well.  Eventually, as the business grows, entrepreneurs must hire 
“real” employees.   


Activity 3: It’s Time to Hire! 
 Divide students into small groups of 3-5.  Explain that each group is a human 


resources consulting group bidding on a contract with an entrepreneur who has 
started a catering business.  The entrepreneur is looking for a detailed employee 
recruitment plan.   


 Direct students to the It’s Time to Hire! worksheet in their Student Guide. 
Review the directions and check for students’ understanding.  Allow 12-15 
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minutes for students to complete their worksheets.  Let students know they will 
be asked to hand in one completed worksheet per group. 


 Explain to students that you will take the role of the entrepreneur and each group 
will have the opportunity to present their employee recruitment plan.  Have each 
group write their individual names on the worksheet the group is handing in.  
Collect the group worksheets. 


Discussion 
 Ask students to share the seven steps of their recruitment plans by randomly 


selecting a group to share Step 1, then selecting another group to share Step 2, 
and so on.  Compare the students’ responses to those noted on the It’s Time to 
Hire! Answer Key and fill in any gaps that students have in their recruitment 
plans. 


 Ask students to share their views of the advantages and disadvantages of hiring 
family members or friends.  [Family advantages: loyalty, possibly lower costs, 
fun; Family disadvantages: may be hard to be with family 24/7, issues can 
become personal, mismatched skills.  Friends advantages: loyalty, possibly lower 
costs, fun; Friends disadvantages: sometimes difficult to manage friends, friends 
may not share same passion or work ethic, issues almost always become 
personal, may cause lost friendship, skills may not be right.] 


 Ask students to list any potential problems they see with running an in-school 
business with their classmates and/or friends.  Have students share their ideas 
for how to minimize the issues they foresee. 


 Encourage students to use the seven-step recruitment plan if they are actually 
going to hire students to work in the in-school business.  (If you as the teacher 
will be making all of the hiring decisions, you may simply want to encourage 
students to keep the plan in mind for the future.) 


 Suggest that there are myriad issues with hiring employees and that before 
students start a business outside of school they will need to learn about all the 
laws that pertain to paid staff, as well as best practices for running a business 
with personnel. 


Activity 4: Timing Is Everything 
 Remind students of the question posed at the beginning of class: Why does it 


seem as though some people have more time than others?   
 Explain that each student was given the same amount of time to spend today: 24 


hours/1,440 minutes/86,400 seconds.  The real question is: why do some of us 
seem to always run out of time, while others have free time or time to waste? 


 Direct students to the Timing is Everything worksheet in their Student Guide.  
Explain that students should complete the worksheet independently.  Review the 
directions and check for students’ understanding.  Allow 5-7 minutes for students 
to complete their worksheets. 


 When students have completed their worksheets, divide students into small 
groups of three to share and discuss their responses.  Remind students that 
there are no wrong or right answers—just different perceptions or attitudes. 


Discussion 
 Suggest that recognizing how you think about time may be the first step to 
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managing your time more efficiently.  
 Explain that for many entrepreneurs the three most important rules for effective 


time management are: 
1. Don't create impossible situations.  
2. Define priorities.  
3. Avoid distractions and lack of focus. 


 Ask students to explain the first rule.  [Many entrepreneurs take on too much and 
simply cannot do everything.  They overextend themselves.  They key is to use 
time to create success, not failure.] 


 Have students share how they define priorities.  Ask students how they decide 
which classes to study for or when to complete homework assignments versus 
when to hang out with friends.  [One way to set priorities is to use the 3-list 
method: List #1: Daily To-Dos, List #2: Weekly Appointments/Activities, List #3: 
Short and Long-term Goals.] 


 Ask students to share the things that distract them or waste time.  [Common 
distractions include: procrastination - putting off important jobs, crisis 
management - being overwhelmed by the current crisis and leaving no time for 
routine matters, switching and floundering - lack of concentration and focus on 
one job, television, telephones and friends - these are all ways of avoiding work, 
emotional blocks - boredom, daydreaming, stress, guilt, anger and frustration all 
can reduce concentration.] 


 Emphasize that before you can manage other people’s time, you need to be in 
control of your own!  When entrepreneurs hire staff, they have to consider not 
only how to get their own jobs done but also how to schedule staff to efficiently 
operate the business. 


Activity 5: It’s All About Scheduling 
 Ask students what hours the in-school business will operate.  Are they the same 


hours every day?  Are the hours of operation the same every week? 
 Ask students how many people are needed to operate the in-school business.  


Have they considered “rush” time when they expect more customers?  Have they 
thought about any marketing efforts that might change the staffing needs? 


 Divide students into small groups of 3-5.  Explain that students will be creating a 
work schedule for their in-school business.  Direct students to the It’s All About 
Scheduling worksheet in their Student Guide.  Review the directions and check 
for students’ understanding.  Allow 15-20 minutes for students to complete their 
worksheets. 


 Ask students to share the process they went through to draw up their schedules. 
Do they feel comfortable with the schedule they created?  Ask students to share 
their schedules with the class and allow time for students to discuss the merits of 
each schedule.   


Discussion 
 Ask students if the scheduling activity was easy or challenging and have them 


explain their answers. 
 Emphasize that for entrepreneurs, time management involves not only making 


the best use of their time, but also using employees’ time efficiently to serve the 
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customer. 
 Help students reach consensus on one initial schedule to use when the in-school 


business opens for business. 
 Remind students that they will need to determine the staffing needs of their in-


school business so that they can determine how many employees they will need 
to hire.  Encourage students to reevaluate the staff schedule as soon as they 
open for business.   


Summarize the Learning 
 Suggest that leaders and followers are both vital components of a successful 


business.  Being aware of which role is most comfortable to you is important to 
your own success. 


 Remind students that before you hire staff, you need to make sure your seven-
step recruitment plan is ready to implement.  Step 1, Writing a Job Description, is 
a step that is often ignored in the hurry to bring employees on board.  Missing 
that step can cause serious headaches down the road! 


 Remind students to work on managing their own time to help prepare them to be 
able to manage others. 


Enrich the Learning 
 Interview Preparation.  Assign students the task of drawing up eight to ten 


interview questions to use when they are selecting people to work in their in-
school business.  Students may need to research what employers can legally ask 
during an interview.  Assign a deadline. 


 
 Personal Time Log.  Have students complete a personal time log for four 


consecutive days to discover how they are actually spending their time.  Direct 
students to the How Time Flies… worksheets in their Student Guide.  Review 
the instructions and answer any questions.  Remind students to fill out one 
worksheet per day for four consecutive days. 


 
 Customer Service/Sales Research Journal/Envelope.  Explain to students 


that successful businesses focus on their customers and cultivate repeat 
business.  Businesses develop customer service and sales strategies that reflect 
the business owners’ own values about how customers should be treated.  Some 
business owners share their values by prominently posting their commitment to 
customers on the walls of their company.  Others share their values through their 
product exchange/return policies.  Assign students the task of keeping a weekly 
Customer Service/Sales Research Journal/Envelope.  Suggest that the journal 
can contain first-person experiences, interviews with local business owners, 
newspaper articles, Internet research and survey results from customers of the 
students’ business.  Explain that on any day without prior notice you may ask a 
student to share an item form his/her journal/envelope. 
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It’s Time to Hire! 
(Answer Key) 


Directions: There’s a new catering business in town that is very successful and needs to hire.  The 
entrepreneur who started the business is looking for a professional human resource consulting team to 
provide a detailed employee recruitment plan.  Your team would really like to get this entrepreneur as a 
new client!  To win this contract you will have to outline a 7-step plan.  Go for it! 
 


Recruitment Plan 
Step 1:  Write a job description for each job you need to fill.  This will force you to define the 


job(s), identify the skills you need, and consider the salary and benefits you have to 
offer.  You will use the job description to create a Help Wanted Ad. 


 
Step 2:  Identify your best sources for recruiting potential employees and then post your job 


opening.  Think about what skills you need and then match those skills with a 
resource. For example, if you need bilingual employees your best bet might be to post 
in a newspaper that is printed in the language you are seeking.  If you are looking for 
cooking or auto repair skills, check for high schools or colleges that have culinary arts 
and automotive programs.  Don’t forget to post the job on the Internet, but be sure the 
website is targeted to the people you want to hire. 


 
Step 3:  Screen applications and resumes.  Make sure you state in your job posting whether 


or not the job seeker must complete an application or if he/she can fax or email a 
resume instead.  Remember to match the skills listed with the skills needed to select 
qualified candidates with whom to meet.  


 
Step 4: Schedule and conduct interviews with qualified candidates.  Before conducting the 


interviews, draw up a list of questions you want to ask each candidate.  By having your 
questions prepared, you’ll be in a better position to ask each candidate the same 
questions and then be better able to compare their answers. 


 
Step 5: Check references or ask for evidence of skill.  It’s always a good idea to ask 


candidates for a couple of references from past employers or other professionals.  
However, previous employers may be hesitant to provide much information on a 
previous employee other than verifying date of hire and length of employment.  If you 
need writing skills, ask for a sample of the candidate’s writing.  If you are hiring a 
receptionist, arrange for a colleague to place a call to your office and have the 
candidate “handle’ the call. 


 
Step 6: Select candidate and make the offer.  As part of Step 1, you should have conducted 


some market research to determine the salary range(s) for your job opening(s).  
Assuming your salary and benefits are competitive, you’re ready to make an offer to 
the candidate that meets your needs.  If your salary and benefits are not competitive, 
you may need to negotiate with the candidate. 


 
Step 7: Orient and train.  Recruiting employees can be a time-consuming and expensive 


process.  Therefore, it’s important that you take the time to introduce (orient) your new-
hire to the company and deliver on the promises you made during the interview 
process.  In addition, it’s critical that you provide any necessary training and 
communicate your expectations to the new hire. 
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Unit 5: Section 2 


Successful Sales 
 
“There’s no such thing as a ‘soft-sell’ and a ‘hard-sell.’  There is only smart-sell and 
stupid-sell, sale and no sale.”  - John Schneider, sales trainer 
 


Overview 
Students will examine the role of personal selling in their in-school business, discover 
why customers buy and practice a ten-step selling process. 


Key Objectives 


Students will be able to: 
 Explain what personal selling is 
 Describe the difference between order taking and order getting 
 Recognize the difference between features and benefits 
 Demonstrate the ten-step selling process 


Preparation 
Review the lesson and map out your own timeframe. 
Complete a Benefits = Solutions = Sales worksheet to facilitate a 


discussion with students.  [Activity 1] 
Review the How Customers Make Decisions information page to 


facilitate a discussion with the students.  [Activity 1] 
Review the Not Just Anyone Can Sell worksheet to be able to facilitate 


the activity.  [Activity 2] 
Gather large post-it note or flipchart paper and markers.  [Activity 2] 
Review the Selling Process information page to prepare for discussion.  


[Activity 2] 
Have a product list for the in-school business available and review the 


instructions for the Sale or No Sale activity.  [Activity 3] 
Review the Dirty Word List Answer Key.  [Activity 4] 
Review the Would You Buy From This Person? Answer Key.  [Activity 


5]  


Establish the Framework for Learning 


 Pose the question: Is there a difference between marketing and selling?  [Zig 
Ziglar, well-known sales consultant, suggests that marketing is the art of bringing 
the customer to your product or service, while selling is bringing your product or 
service to the customer.] 


 Have students close their eyes and visualize the last sales encounter they had.  
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Was it a positive experience—why or why not?  Did they walk out of the store 
without an item, or did they purchase more than they intended? 


Develop the Learning 
Discussion 


 Ask students to define the term, “personal selling.”  [The process of making oral 
commercial representations during a buyer/seller interview situation; direct, face-
to-face communication between buyer and seller; persuasive communication 
between a representative of the company and one or more prospective 
customers, designed to influence the person's or group's purchase decision.] 


 Ask students what, if any, benefits there are to using personal selling in your 
business.  [Personal Selling is the most effective tool for building buyers’ 
preferences, convictions and actions; personal interaction allows for feedback 
and adjustments; relationship-oriented; buyers are more attentive.] 


 Suggest that there are two types of salespeople: order-takers and order-
getters.  Have students explain the two types.  [An order-taker is a salesperson 
who only processes the purchase that the customer has already selected.  An 
order-getter is a salesperson who seeks to actively provide information to 
prospects, persuade prospective customers and close the sales.] 


 Emphasize that order-getters provide customers with the benefits of the product, 
and often help customers discover a product that the customers were unaware 
they needed.  Order-getters are also considered to be “problem-solvers.” 


 Remind students that people buy products (whether purely tangible, purely 
intangible or some combination of the two) for one purpose: to solve a problem. 
Products are problem-solving tools. 


 Ask students to explain the difference between a feature and a benefit.  [A 
feature is a distinctive aspect, quality or characteristic of the product or service. 
A benefit is something that promotes or enhances the value of the product or 
service to the customer.] 


Activity 1: Benefits = Solutions = Sales 
 Suggest that many salespeople still use feature-oriented selling techniques.  


However, those salespeople are not the top performers in their companies.  The 
top performers are using benefit-oriented selling. 


 Divide students into small groups of 3-5.  Direct students to the Benefits = 
Solutions = Sales worksheet in their Student Guide.  Review the directions and 
check for students’ understanding.  Allow 9-11 minutes for students to complete 
their worksheets. 


 Write the first product name on the board and then ask students to share the 
features as you list them on the board.  Before going on to list the benefits, make 
sure all groups have shared their list of features.  Next, ask students to share the 
benefits as you list them on the board.  Before going on to list the stretch 
benefits, make sure all groups have shared their list of benefits.  Finish up with 
each group sharing their list of stretch benefits.  Proceed in the same fashion 
until all three products have been analyzed. 
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 Ask students to share their challenges identifying benefits and stretch benefits.   
 Suggest that students review the list of products they will be selling in their in-


school business and create a list of the features, benefits and stretch benefits for 
each product. 


Discussion 
 Suggest that emotional benefits are some of the most powerful benefits.  


Consider these emotional benefits: feeling important, having a sense of 
accomplishment or being worry-free.  Theodore Levitt, Harvard Business School 
marketing professor, explains, “People buy hopeful expectations, not actual 
things.  How we feel about a car is more important than how the car feels.” 


 Ask students to think about some of the television or magazine ads they have 
come across lately.  Ask them if they can provide examples of ads that sell the 
product by using emotional benefits.  [Most car and truck ads focus on emotional 
benefits for men, while hair and beauty aid ads focus on emotional benefits for 
women.] 


 Ask students to think through how they make decisions to buy when they are 
customers.  What motivates them to buy? 


 Suggest that the buying process is a series of mental steps that a customer 
goes through when making a purchase.  Direct students to the How Customers 
Make Decisions information page in their Student Guide.  Review the six steps. 


 Ask students if they agree with the steps listed in the buying process and if the 
process seems realistic. 


 Share this truism of selling: it is much easier for you to go to the customer’s world 
than it is to persuade him to come to yours.  Successful salespeople practice the 
golden rule—they sell to their customers the way they want to be sold.  For 
instance, some people like to get in and out, while others want to discuss the 
weather, the family and the local sports team.  The more you can recognize 
customer styles, the better able you are to change your behavior until your 
customer responds the way you want him/her to. 


 Comment that businessman, Leo McGinneva, is remembered by salespeople for 
his classic line about why people buy drill bits: “They don’t want quarter inch bits. 
They want quarter inch holes.” 


 Ask students what is so important about Leo McGinneva’s statement.  [It clearly 
shows that customers do not buy products.  They buy the value the product will 
provide.] 


Activity 2: Not Just Anyone Can Sell 
 Explain that sales trainers have identified six characteristics or qualities they 


believe salespeople must possess to be successful. 
 Divide students into small groups of 3.  Direct students to the Not Just Anyone 


Can Sell worksheet in their Student Guide.  Encourage students to brainstorm 
and then reach consensus on the six qualities needed to be successful in a sales 
position.  Review the directions and check for students’ understanding.  Allow 8-
12 minutes for students to complete their worksheets. 


 Distribute large post-it note or flipchart paper and markers to each group.  Ask 
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students to transfer the information from their worksheets and create a list of the 
six qualities their group agreed upon.  Provide space in the classroom for 
students to display their lists for everyone to see. 


Discussion 
 Have students review all the lists.  Ask them to identify qualities that appear on 


every list.  Encourage discussion regarding the qualities that do not appear on 
every list. 


 Compare the students’ lists with the list below: 
o Physical:  a pleasant appearance does matter.  As much as we’d like 


to think that we are not judged by our appearance, we are.  Customers 
make quick judgments based on our physical appearance. 


o Mental: a positive attitude is very important, along with self-
confidence. 


o Integrity of Character: honesty is the key to repeat sales! 
o Knowledge of Product, Company and Competitors: how can you 


sell the benefits if you don’t know your products and what the 
competition is doing? 


o Cooperation/Courtesy:  customers and salespeople really are on the 
same team.  Even if you don’t close the sale, a simple “Thank You” 
can make it easier for the customer to come back. 


o Ability to Persuade: remember, the customer may not even know 
they need the product. 


 Ask students to identify the number one quality they believe you need to be 
successful in sales.  Does everyone have the same idea?  Engage students in a 
discussion to reach consensus on the number one quality.  Pose the rhetorical 
question: Do you possess the number one quality? 


 Suggest that in addition to thinking like a customer, understanding the benefits 
and stretch benefits and having the qualities necessary for sales, successful 
salespeople develop a sales routine that allows them to be successful time and 
time again.  This routine is also known as the selling process. 


 Explain that just as buyers prepare to shop, salespeople prepare to sell.  Direct 
students to the Selling Process information page in their Student Guide. 


 Review the ten steps outlined on the Selling Process information page.  Take 
time to discuss each step and engage students in a discussion about the reason 
for each step. 


 Explain that the six selling steps for success they discussed earlier when they 
examined the buying process have simply been elaborated on in the selling 
process. 


Activity 3: Sale or No Sale (Adapted from: The National Foundation for Teaching 
Entrepreneurship) 


 Suggest to students that it’s one thing to talk about the principles of successful 
sales, but it’s a whole new ball game to actually apply the principles.   


 Explain that students will have a few minutes to prepare a two-minute sales pitch 
to sell a product from the in-school business. 
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 Have students select one product that will be offered in the in-school business.  
List the product on the board. 


 Direct students to the Sale or No Sale worksheet in their Student Guide.  Review 
the directions and check for students’ understanding.  Allow 8-12 minutes for 
students to complete their worksheets. 


 When students have completed their worksheets, pair students with a partner.  
Allow time for each partner to deliver his/her sales pitch and to receive feedback. 


 When all pairs have completed the activity, allow time for students to revise their 
sales pitch based on the critique. 


 Ask for four volunteers to make their sales pitches to the whole class. 
 Have students identify the student salesperson from whom they would be most 


likely to buy, and have students explain their reasons. 
Discussion 


 Suggest that since we all use words in selling, there must be some words that 
have more power than others.  There are also words that can cause 
misunderstanding or leave a negative impression. 


 Explain that in Secrets to Closing Sales, Charles B Roth and Roy Alexander offer 
several rules of speech that are worth remembering: 


1. “Whatever your product or mission, file away motivating words, ready 
for instant use.  Be careful what you collect.  Avoid trite and hackneyed 
phrases that irate listeners.” 


2. “Suit messages to your audience.  The world’s best words/phrases are 
the worst if unsuited to your audience.  The customer’s needs (not your 
needs) dictate content.” 


3. “Cut words to fit fashion.  In the ebb and flow of the mighty American 
language, words move in and out of influence.  Be creative and adapt.” 


4. “Never miss a good chance to shut-up.  Pauses are powerful.  Often 
the contender who speaks last wins by saying ‘just your initial here 
please.’  Under promise and over perform.” 


 Ask students to consider the words or phrases that turn them off when they hear 
them from salespeople.  List students’ responses on the board.  (Add your own 
words or phrases to complete the list.) 


Activity 4:  Dirty Word List 
 Divide students into small groups of 3.  Direct students to the Dirty Word List 


worksheet in their Student Guide.  Review the directions and check for students’ 
understanding.  Allow 9-13 minutes for students to complete their worksheets. 


 When students have completed their worksheets, review the Dirty Word List by 
having students volunteer to share their group’s fast and friendly substitutes.  
Use the Dirty Word List Answer Key to provide alternative suggestions. 
Take time to explain why the words at the bottom of the page are considered to 
be troublesome.  [The first two words are conjunctions.  You can use a 
conjunction to link words, phrases and clauses.  In essence, they make you 
stop and get ready for the next thought.  For many people, “if” and “but” usually 
suggest something negative is coming next.  The word “help” may suggest to the 
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listener that you consider them to be “helpless.”  Most of us prefer to have 
“assistance.”  In sales, a “deal” sometimes has a sleazy sound to it.] 


Discussion 
 Compare the Dirty Word List to the students’ list of words that turn them off 


which you noted on the board.  Are the lists similar? 
 Suggest that there are at least two additional phrases that salespeople should 


avoid at all costs.  Ask students if they can think of what those phrases might be. 
[“You know” and “To be honest with you.”]  Ask students why those two phrases 
might kill a sale.  [“You know” is a phrase that suggests that the buyer should 
know the information or the answer, when in fact they probably don’t know.  “To 
be honest with you” is a phrase that when used, presents an element of doubt 
that perhaps everything said previously wasn’t true.  Either of these phrases can 
present an obstacle to closing the sale.] 


 Remark that there is one more tired and hackneyed phrase that students hear 
every day.  Ask students what that phrase might be.  [“Have a good day!”  A 
simple or gracious “Thank you” sets the stage for ongoing contact and is a much 
better way to close a sale or complete a customer call.] 


 Encourage students to practice using the fast and friendly substitutes in place of 
the dirty words.  Challenge students to pay attention to their own speech and 
catch themselves before using words that can create problems. 


 Remind students that successful salespeople consistently develop their listening 
techniques, their sales techniques and product knowledge.  They plan their sales 
efforts and they practice their sales pitch.  When they are customers, they pay 
attention to the salespeople who are trying to close a sale with them.  They are 
always learning! 


Activity 5: Would You Buy From This Person? 
 Suggest that one way to learn effective sales techniques is to view the sales 


process from the prospective customer’s point of view.  Students will initially work 
independently to complete the activity. 


 Direct students to the Would You Buy from this Person? worksheet in their 
Student Guide.  Review the directions and check for students’ understanding.  
Allow 8-12 minutes for students to complete their worksheets. 


 When students have completed their worksheets, divide students into small 
groups of 3-5.  Have students share their individual answers and encourage 
them to spend time discussing each of the scenarios. 


 Review each of the scenarios and ask students to share their observations.  Use 
the Would You Buy from this Person? Answer Key to facilitate discussion.  


 Ask students to share what they have learned about selling that they did not 
know before today’s discussions. 


Summarize the Learning 
 Emphasize that the key to effective selling is knowing one simple fact about 


human psychology:  People hate to be sold, but they love to buy.  Successful 
selling translates into helping people buy! 







 


Entrepreneurship: Running a Business 5.2 Successful Sales Page 46
 


 Suggest that the top salespeople are the ones who let the customer do most of 
the talking. 


 Remind students that words can often make or break a potential sale. 


Enrich the Learning 
 Stretch Benefits.  Encourage students to practice developing stretch benefits by 


completing a stretch benefit selling chart.  Direct students to the Stretching the 
Benefit worksheet in their Student Guide.  Review the directions and assign a 
completion deadline. 


 
 Qualities of a Salesperson.  Assign students the task of observing three 


different salespeople in action.  Direct students to the How Do They Rate? 
worksheet in their Student Guide.  Review the directions and assign a completion 
deadline. 


 
 Customer Service/Sales Research Journal/Envelope.  Remind students that 


you will be randomly checking their journal/envelopes sometime in the next few 
days. 
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Dirty Word List 
(Answer Key) 


 
Directions: First, read through the dirty words—how do you feel when you hear these words?  Now, think 
of how you can turn these dirty words into words that help move a sale to a positive conclusion.  The first 
fast and friendly substitute has been provided to get you started.  Hint: It’s possible that some of your fast 
and friendly substitutes can be used more than once. 
 
 


DIRTY WORDS 
 


FAST AND FRIENDLY SUBSTITUTES 


“You have to…” 


 
“You should have…” 
 
“I’ll try…” 
 
“You made a mistake…” 
 
“Your complaint…” 
 
“Your problem…” 
 
“You can’t…” 
 
“We can’t…” 
 
“As soon as possible…” 
 
“I’m just…” 
 
“There’s nothing I can do” 
 
“Why didn’t you…” 


 
“Will you please…” 
 
“Will you please…” 
 
“I will…” 
 
“Will you please…” 
 
“Your question…” 
 
“This situation…” 
 
“You can…” 
 
“You can…” 
 
“Before _______o’clock” 
 
“I am …” 
 
“I will _________________” (list actions) 
 
“Will you please…” 
 


 
In addition to the dirty words listed above, consider the following inflammatory words 
and suggest alternative words that might diffuse a situation: 
 


Avoid saying: Instead say: 
If which 
But and 
Help assist 
Deal opportunity 
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Would You Buy From This Person? 
(Answer Key) 


 
The Hunting Jacket 


If you were Ralph, which person would you be most likely to buy from?  
Eric 
 
Why?  
Eric seems excited to have Ralph as a customer and explains the benefits of the jacket 
instead of the features.  In fact, Eric stretches the benefits. 
 
Explain any differences between the three salesmen’s approach:  
Fred is about the features and doesn’t ask any questions to find out what Ralph really 
needs.  Tom does a slightly better job by offering features and benefits but does not ask 
any questions.  Eric shows an interest in Ralph and focuses on the benefits the jacket 
will provide. 
 
Do you have any advice for any of the salespeople?  
Yes!  Fred and Tom need to ask more questions and then listen to Ralph’s answers.  
They need to practice explaining benefits instead of features.  They also need to 
practice getting a commitment.  Eric’s asks for a commitment by asking, “May I help you 
try it on for size?” 
 


The Digital Camera 
If you were Andrea, which person would you be most likely to buy from?  
Felicity  
 
Why?   
She focused on learning about what the customer wanted and then offering the 
benefits. 
 
Explain any differences between the three saleswomen’s approach:  
Sylvia seems rude and basically calls Andrea an idiot.  She never asks Andrea what she 
really needs.  Jeanine is slightly better than Sylvia but doesn’t explain why it matters 
whether the camera is a gift or for Andrea.  She’s much more focused on bragging 
about herself than finding out about Andrea, and doesn’t offer any of the camera’s 
benefits.  Felicity acts as though she cares about Andrea. 
 
Do you have any advice for any of the salespeople?  
Yes!  Sylvia and Jeanine need to focus on the customer.  They both seem more 
interested in talking about themselves.  They also need to ask more questions so they 
can match the product with the customer’s need.  Neither one of them came close to 
closing the sale.  Felicity might be close to getting a commitment by asking about the 
price range. 
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Unit 5: Section 3 


Customer Service 
 
“Statistics suggest that when customers complain, business owners and managers 
ought to get excited about it.  The complaining customer represents a huge opportunity 
for more business.”  - Zig Ziglar, sales consultant 
 


Overview 
Students explore the meaning of customer service from the customer’s perspective and 
consider how to create a work environment that focuses on customers. 


Key Objectives 


Students will be able to: 
 Explain how customer service quality impacts business 
 Discuss the five elements of the customer’s definition of service 
 Recognize their responsibilities to their customers 
 Create a customer-centered work environment 


Preparation 
Review the lesson and map out your own timeframe. 
Complete a You, The Customer worksheet to add your own experiences 


to the discussion.  [Activity 1] 
Review the What We Know About Service Quality activity and Answer 


Key.  Determine if you are going to award a prize and if so, make sure you 
have prizes to award.  [Activity 2] 


Review the Customer’s Definition of Quality Service information page 
and the teacher notes in the lesson.  [Activity 2] 


Complete a Your Customer’s Definition of Quality Service worksheet 
to guide a discussion.  [Activity 3] 


Review the Customer Service Means… activity.  Determine if you are 
going to award a prize and if so, make sure you have prizes to award.  
Copy the Customer Service Means… cards onto card stock.  Make 
enough sets so that each group of 3-5 students can have a set.  Mix up 
the cards and place them in a big envelope.  Label the envelopes 
Customer Service means…  [Activity 4] 


Review the Nine Critical Beliefs information page.  [Activity 4]  


Establish the Framework for Learning 


 Write the statement, “The customer is always right” on the board.  Ask students 
to discuss their reactions to this statement in pairs.  Conduct a straw poll to 
determine how many students believe this statement is true and should be the 
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basis for customer service.  [Perhaps a more realistic statement is, “The 
customer is the customer,” because in some cases, the customer is wrong, but 
he/she is still the customer and needs to be treated accordingly.] 


 Pose the question: Should every business have a separate customer complaint 
department?  Ask students to explain their answers.   


Develop the Learning 


Discussion 
 Ask students to define the term, “customer service.”  [Many people struggle with 


a definition.  They know it when they see it, and they certainly know when they 
have not received any.  However, coming up with an actual definition is tough.  
According to CustomerServiceManager.com., an e-magazine for customer 
service professionals, “Customer service is often seen as an activity, 
performance measurement and a philosophy.  That is why, generally speaking, 
one single definition of customer service does not exist.” 


 Explain that the National Business Research Institute, Inc. defines customer 
service as: The degree of assistance and courtesy granted those who patronize 
the organization. 


Activity 1: You, The Customer 
 Suggest that it’s time to develop a definition of customer service that students 


can agree on.  First, students will have an opportunity to reflect on their own 
individual experiences.  Direct students to the You, The Customer worksheet in 
their Student Guide.  Review the directions and check for students’ 
understanding.  Allow 9-11 minutes for students to complete their worksheets. 


 Create a “-” or  column and a “+” or  column on the board.  Ask students to 
first describe their most frustrating customer experiences.  As students are doing 
so, jot the descriptive phrases they use on the board. 


 Ask students if any of them got to a “point of no return” where they either walked 
out or they vowed never to do business with a company again.  Have them share 
what caused them to get to that point.  (Share your own experiences.) 


 Ask students to describe their most rewarding customer experiences.  As 
students are doing so, jot the descriptive phrases they use on the board. 


 Have students explain what made their experiences so pleasant. 
Discussion 


 Encourage students to compare the information in the two columns.  Are there 
some general statements they can now make about customer service? 


 Ask students how they would define customer service now?  [A simple definition 
might be: everything a business does to keep a customer happy and satisfied.] 


 Refer students to the question you posed at the beginning of class: Should every 
business have a separate customer complaint department?  Share Karl Albrecht 
and Ron Zemke’s views, from their book Service America!: “If a company that  is 
supposed to be operating in a service industry has a department called the 
“customer service department, “ what are all the other departments supposed to 
be doing?  Might it be that having a customer service department signals to the 
other people in the company that the customer is being properly looked after, and 
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that they need not concern themselves with the matter?  Shouldn’t the entire 
organization be one large customer service department—at least figuratively 
speaking?” 


 Ask students if they agree or disagree with Albrecht and Zemke’s viewpoint.  
Have students explain their answers. 


Activity 2: What We Know About Service Quality  
 Suggest that entrepreneurs must pay close attention to their customers.  In 


addition, they need to know as much about quality service as they can to ensure 
they are delivering customer service. 


 Divide students into groups of 3.  Explain that students will be competing against 
one another to see which team knows the most about quality service.  (If you’ve 
chosen to offer a prize, let students know what it is.)  Direct students to the What 
We Know About Service Quality worksheet in their Student Guide.  Review the 
directions and check for students’ understanding.  Allow 9-11 minutes for 
students to complete their worksheets. 


 When students have completed their worksheets, review each question using the 
What We Know About Service Quality Answer Key as a guide.  If you offered 
a prize, reward the winning team(s). 


Discussion 
  Take time to stop and discuss some of the answers: 


o #3: Why will so many customers do business with us again if our 
complaint is handled quickly?  [A service recovery plan creates trust in the 
eyes of the customer.] 


o #4: Why do unhappy customers tell so many people?  [Bad experiences 
make for great stories and the more horrible the experience, the better the 
story.] 


o #5: Doesn’t that seem like a challenging ratio?  [It is!  Twelve positive 
encounters just to make up for one lousy encounter – but it’s true.] 


o #6: Why don’t happy customers tell more people? [Refer back to #4.  It’s 
human nature to tell others about a great experience such as a great 
restaurant only when asked.] 


 Ask students if any of them are loyal customers.  Have them explain their 
answers. 


 Suggest that customers are self-centered.  There is no particular reason to 
believe things should be otherwise.  Customer loyalty begins to fade as the level 
of service declines below expectations.  Customers want and expect the service 
to be at suitable level at all times. When the service no longer meets their 
expectations, customers look for satisfaction elsewhere. 


 Explain that bank customers expect their money to be deposited into their 
accounts.  That’s a reasonable expectation.  Bank customers do not expect the 
bank to put their money into someone else’s account.  Therefore, when the bank 
does what the customer expects, the bank is seen as ‘doing its job.’  How can 
one bank differentiate itself from the bank down the street? 


 Direct students to the Customer’s Definition of Service Quality information 
page in their Student Guide. 
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 Explain that customers are concerned with these five elements of service: 
o Reliability: do you deliver what you promise? 
o Responsiveness: how easy is it to do business with you? 
o Assurance: is there a lasting impression of competence and courtesy? 
o Empathy: do you project a willingness to treat each customer individually 


and listen? 
o Tangibles: do you look like you know what you’re doing? Are there 


physical indications that you care about the customer? 
 Ask students to look at the five elements and determine which of the five is the 


most important.  [Reliability: if you don’t deliver what you promised, or if you don’t 
do what you said you would—nothing else matters.]   


 Emphasize that if you deliver what you promise, then you can use the other four 
elements to differentiate your business.  You can move from just meeting the 
customers’ expectations to exceeding them.  In essence, you move from doing 
what the customer expects to providing service above and beyond expectations 
– high quality service. 


Activity 3: Your Customer’s Definition of Quality Service 
 Suggest that an often-misunderstood point about service is that factors such as 


cleanliness, attractive environment or flavor of the food do not qualify as 
elements of a service strategy if that’s what the customer expects.  If the 
customer expects a clean and attractive environment you don’t get any bonus 
points—you only get points taken away if your environment is dirty and ugly. 


 Ask students to initially work in pairs.  Direct students to the Your Customer’s 
Definition of Quality Service worksheet in their Student Guide.  Review the 
directions and check for students’ understanding.  Allow 12-15 minutes for 
students to complete their worksheets. 


 When students have completed their worksheets with their partner, put two sets 
of pairs together and ask each pair to share their responses with the other pair.  
Encourage the whole group to reach consensus about the best way to meet the 
customer’s expectations for each factor.  Allow 9-11 minutes for students to 
reach consensus. 


 Read the first factor and ask for volunteers to share their group’s best answer.  
Review all five factors in this manner. 


 Suggest that students have just created a rough draft of a customer service 
strategy to use in their in-school business! 


Discussion 
 Ask students how they feel about their friends when they complain about service 


at a retail store or a restaurant.  Are they embarrassed by their friends’ 
comments?  Do they think it’s better to just say nothing at the time and then 
make sure they never go back? 


 Ask students how they think they are going to feel as business owners—do they 
want to hear complaints or do they hope everyone just keeps their comments to 
themselves? 


 Suggest that customer complaints provide valuable information that no one else 
can tell you.  If you learn to listen, you will discover want your customers really 
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need and want.  You may also discover that your customers are unaware of 
some of your products and services.  By being open to complaints, you can build 
new relationships. 


 Ask students to think about a business owner’s responsibility to his/her customer. 
 Have students list actions that entrepreneurs should take when dealing with 
customers.  Have students think back to their experiences as customers.  For 
example, one action could be to treat all customers with respect.  
[Additional actions might be to: be honest; avoid overstating the merits of your 
product or service; advise customers of possible dangers of the products you 
sell; and be fair when resolving disputes.] 


Activity 4: Customer Service Means… (Source: The Big Book of Customer Service 
Training Games) 


 Explain that it’s time for another competition!  This one promises to be slightly 
more challenging than the earlier competition.  Divide students into groups of 3-5. 
 Give each group an envelope containing a set of word/phrase cards.  Write 
“Customer service means…” on the board.  Explain that inside the envelopes are 
word/phrase cards that when connected provide seven definitions of customer 
service.  The students’ job is to work together as a team to assemble the cards in 
a way that completes the sentence, “Customer service means…”  Each phrase 
must be a complete, logical sentence.  They must use all of the cards and each 
card may be used only once.   


 Check students’ understanding and let students know if there is a prize for the 
group who finishes first with the correct answers. 


 Instruct students to open their envelopes and begin! 
 Keep track of which group finishes first and check their cards to make certain 


they also have all of the correct answers.  Determine a winner based on the 
fastest time with all of the correct phrases.   


 When all groups have finished, share the correct phrases: 
o Customer service means doing ordinary things extraordinarily well. 
o Customer service means going beyond what’s expected. 
o Customer service means adding value and integrity to every interaction. 
o Customer service means being at your best with every customer. 
o Customer service means discovering new ways to delight those you 


serve. 
o Customer service means taking care of the customer like you would take 


care of your grandmother. 
o Customer service means surprising yourself with how much you can do. 


Discussion 
 Ask students if they feel all of these definitions are true.  Have students explain 


their responses.  
 Ask students to choose their individual favorite definition.  Remind students that 


there is not one single definition because customer service means different 
things to different people. 


 Emphasize that each of these definitions focuses on putting energy and 
enthusiasm into every customer interaction. 


 Ask students to explain the term, “customer-centered.”  [Many businesses 
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create systems, policies and procedures that are convenient for the employees.  
Their focus seems to be internal.  These businesses are business-centered.  
Businesses that listen to customers and create systems, polices and procedures 
that are convenient for customers have an external focus.  These businesses are 
customer-centered.] 


 Ask students for ideas on how they can create a customer-centered environment 
for their in-school business.  Have students brainstorm ideas.  List their ideas on 
the board. 


 Explain that you will share one company’s blueprint for creating a customer-
centered workforce.  The company is MBNA America, one of the largest bank 
credit card issuers in the United States.   


 Suggest that the ideas are simple and direct.  Direct students to the Nine Critical 
Beliefs information page in their Student Guide.   


 Review the nine beliefs by calling on students to read a statement aloud.  Allow 
time for students’ reactions and comments after each statement is read. 


 Ask students if they think any of MBNA’s critical beliefs are worth adopting as 
those of the in-school business.  Have students identify the beliefs they wish to 
adopt as a basis for creating a customer-centered environment. 


Summarize the Learning 
 Suggest that to ensure that you are exceeding the customer’s expectations, you 


must think of yourself as a customer.  You must find ways to provide customer 
service of high quality so that you have repeat customers and can build your 
business. 


 Remind students that customers consider five elements when they evaluate a 
business’s customer service: reliability, responsiveness, assurance, empathy and 
tangibles.  Entrepreneurs must first focus on delivering what they promise 
(reliability) and then they can concentrate on the other four elements as a means 
to differentiate their business from the competition. 


Enrich the Learning 


 Customer wants.  Encourage students to put themselves on the other side of 
the counter and identify what they would want from the in-school business if they 
were the customers.  Direct students to the If I Were a Customer… worksheet in 
their Student Guide. 


 
 Customer satisfaction survey.  Have students create a seven-question 


customer satisfaction survey for their in-school business.  Remind students to 
think carefully about what information they want to collect from their customers 
before they formulate their questions. 


 
 Customer Service/Sales Research Journal/Envelope.  Remind students that 


you will be randomly checking their journal/envelopes sometime in the next few 
days. 
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What We Know About Service Quality 
(Answer Key) 


 
Directions: Here are some startling facts about quality service and customer retention.  Fill in the blanks to 
discover what customer service experts already know! 
 
 


1. __96__% of customers stop doing business with an organization because they 
are unhappy with the organization or are seeking a better product or service from 
a competitor. 


 
 


2. Only __4__% of customers ever complain.  That means we may never hear from 
_96__% of our customers.  (Complainers are more likely to do business with us 
than non-complainers.) 


 
 
3. For every complaint we receive, there are __26__ others with unresolved 


complaints or problems – 6 of which, on average, are serious problems.  Yet 
somewhere between _50__ and _70__ percent of complaining customers will do 
business with us again if their complaint is quickly and adequately resolved. 


 
 


4. A dissatisfied customer will tell up to _10__ people about it.  One in 8 will tell up 
to __20__ people. 


 
 


5. It takes __12__ positive incidents to make up for one negative incident. 
 
 


6. Happy customers, or customers who have their complaints resolved, will tell 
between _3__ and _5__ people about their positive experience. 


 
 


7. Customer service is governed by the rule of 10’s: If it costs $10,000 to get a new 
customer, it takes only _10___ seconds to lose one, and _10__ years to get over 
it or for the problem to be resolved.  We must work to keep our customers. 


 
 
 
 


 
Source:  Technical Assistance Research Programs Inc. 
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Customer Service Means… Cards 
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Unit 5: Section 4 


The Art of Negotiation 
 
“Negotiation is not a competitive sport." - Steven P. Cohen, president of the Negotiation 
Skills Co. 
 


Overview 
Students explore the process of negotiation and develop strategies for effective 
resolution of issues. 


Key Objectives 


Students will be able to: 
 Recognize their negotiation skill level 
 Identify steps in the negotiation process 
 List the four common negotiation outcomes 
 Plan their negotiation strategy 
 Practice a negotiation 


Preparation 


Review the lesson and map out your own timeframe. 
Complete a Negotiation Skills Inventory worksheet and then review the  


Negotiation Skills Inventory Scoring Key so you can guide students 
through the activity.  [Activity 1] 


Complete a When is it Hard to Listen? worksheet so you can add your 
own experiences to the discussion.  [Activity 2] 


Think of a “hot button” for your students, such as homework on the 
weekends, closed campus for lunch, no hats, mandatory study periods, 
etc.  Develop a position for or against.  Review Activity 3 to facilitate 
students in practicing asking clarifying questions to determine what the 
core or real issue is to your position.  [Activity 3] 


Review the negotiation material previously covered in Starting A Business 
101, 3.4 Protecting Your Business. 


Make copies of Parking Hassle 1A and Parking Hassle 1B so that half of 
your students can have a copy of 1A and the other half can have a copy of 
1B.  Review each scenario and complete the questions (better yet, 
practice the negotiation with a colleague!).  [Activity 4] 


Establish the Framework for Learning 


 Have students think about the things they want or activities they want to 
participate in during the next few days that involve getting other people to agree 
with them.  Ask them to select the three things/activities that are the most 







Entrepreneurship: Running a Business 5.4 The Art of Negotiation Page 61 
 


important to them and list them in rank order on a scrap of paper. 
 Ask students to share one word that best describes how they feel when they do 


not get what they want.  List the students’ responses on the board for later 
reference. 


Develop the Learning 


Discussion 
 Ask students what it means to negotiate something.  [In its simplest terms, to 


negotiate means to discuss with a view to reaching agreement.] 
 Ask students when they last negotiated something.  [Negotiation is something 


that we do all the time and is not only used for business purposes.  For example, 
we use it in our social lives, perhaps when deciding a time to meet, or where to 
go for lunch.] 


 Ask students to consider the people with whom entrepreneurs must negotiate.  
[Suppliers, customers, employees, landlords, etc.] 


 Ask students to consider their in-school business.  Have students share the list of 
people with whom they might negotiate as you write them on the board. 


 Conduct a straw poll to determine how many students consider themselves to be 
top-notch negotiators.  Ask students to explain why they consider themselves to 
be effective or ineffective at negotiation. 


Activity 1: Negotiation Skills Inventory 
 Explain that students will have the opportunity to take inventory of their own 


negotiation skills.  Direct students to the Negotiation Skills Inventory worksheet 
in their Student Guide.  Review the directions and check for students’ 
understanding.  Allow 9-11 minutes for students to complete their worksheets. 


 When students have completed their worksheets, share the information from the 
Negotiation Skills Inventory Scoring Key.  Have students score themselves.   


 Conduct a new straw poll and ask how many students had scores of 8, 9 or 10.  
Are these students the same students who previously identified themselves as 
top-notch negotiators?  Ask students if anyone was surprised by his/her score.  
Ask them to explain the reasons why. 


Discussion 
 Ask students if they can think of a basic mistake that people make when they 


negotiate.  [According to Steven P. Cohen, president of the Negotiation Skills Co. 
and author of Negotiating Skills for Managers, “The basic mistake people make in 
negotiations is not listening.  Information is the most important commodity that 
changes hands during negotiations.  If you don’t listen, you won’t get what you 
need from the other party.”] 


 Ask students if they can explain the difference between listening and hearing.  
[Unless there is a physical obstacle preventing you from hearing, hearing is an 
involuntary action.  Listening requires you to take action.  Listening demands that 
you focus on the other person.] 


 Suggest that some people are good listeners, while others are not.  Most of us 
fall somewhere in the middle—we’re good listeners in some situations, with some 
people, when discussing some topics. 
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 Share with students that research indicates that on an average day, we spend 
approximately forty-five percent of our time listening compared with thirty percent 
speaking, sixteen percent reading and nine percent writing.  Emphasize that the 
research focuses on averages.  Students may spend more time reading and 
writing because they are enrolled in school. 


Activity 2: When is it Hard to Listen? 
 Suggest that if students want to avoid the basic mistake of not listening when 


they are negotiating, it might be helpful to understand which situations cause 
them not to listen. 


 Direct students to the When is it Hard to Listen? worksheet in their Student 
Guide.  Review the directions and check for students’ understanding.  Allow 12-
15 minutes for students to complete their worksheets.  Watch the time and let 
them know when they have about 7 minutes left to make certain they complete 
both sides of the Listening Table. 


 When students have completed their worksheets, explain that students will have 
the opportunity to gain insight into their fellow students’ listening habits. 


 Divide the classroom in half and designate one half of the students as Group A 
and the other half as Group B. 


 Ask Group A to share when it is difficult for them to listen by “shouting out” their 
answers.  As students share their responses, write them on the board under the 
heading, “Difficult.”  When Group A has exhausted their lists, ask Group B if 
students have any conditions to add to the list. 


 Ask Group B to share when it is easy for them to listen by “shouting out” their 
answers.  As students share their responses, write them on the board under the 
heading, “Easy.”  When Group B has exhausted their lists, ask Group A if 
students have any conditions to add to the list. 


Discussion 
 Review the students’ responses recorded on the board and allow students time 


to reflect on the conditions listed. 
 Ask students what conclusions they can draw about listening challenges.  


[Student responses may suggest that emotions such as anger, fear, depression, 
or sadness, can get in the way.  They may also note that distractions such as 
interruptions, loud noises, music or cell phones ringing make listening difficult.  
Often times, if the topic is boring or does not interest you personally, it’s tough to 
pay attention.] 


 Suggest that negotiation not only requires good listening skills, it also requires 
good questioning skills.  If you cannot understand where the other person is 
coming from or what the real issue is, you probably won’t be successful in 
reaching any sort of agreement. 


 Empathize that professional negotiators recognize that the person with the most 
information usually does better. 


 Ask students to think about their questioning techniques.  Remind them that 
asking questions to better understand someone is not the same as interrogating 
the other person! 


 Ask students to think of questions they would ask if they were trying to find out 







Entrepreneurship: Running a Business 5.4 The Art of Negotiation Page 63 
 


more about a situation.  What words would they use to begin their questions?  
Write their ideas on the board.  Compare the students’ ideas with this list: How, 
How come, What, Are you saying, Why, Where and Could you, and list any 
words students have not suggested. 


Activity 3: 20 Questions 
 Ask students to indicate, by a show of hands, how many of them have ever 


played the game, Twenty Questions.  Remind students that with the original 
game of Twenty Questions, the questioner was allowed to ask only “yes” or “no” 
questions.  Explain that this game of 20 Questions requires the questioner to ask 
clarifying questions using words such as the ones listed on the board. 


 Divide the students into small groups of 3-5.  Direct students to the 20 
Questions worksheet in their Student Guide.  Share with students your position, 
but not your core issue.  Review the directions and check for students’ 
understanding.  Allow 9-11 minutes for students to complete their worksheets. 


 Explain that you will now restate your position and each group will have the 
opportunity to ask one of their clarifying questions in an attempt to identify the 
core issue.  (State your position without giving too many details at first, then 
slowly reveal more information as the students ask questions.  The object is to 
demonstrate how effective asking clarifying questions can be and to help 
students develop technique.  As an example, your position might be that you 
support the wearing of hats by students in school.  Your core issue might be that 
you feel banning hats is discriminatory towards students with diseases, such as 
cancer, that might necessitate wearing a hat.  Encourage students to ask you 
questions that enable them to eventually get to the root of your position, but don’t 
give up your reasoning right up front.)  Keep a running tally of how many 
questions have been asked so you know when the 20th question has been asked 
and you can stop.  It may not actually take twenty questions to uncover your core 
issue. 


 Reveal the core issue and respond to questions from students.   
Discussion 


 Ask students if asking clarifying questions helped or hindered their ability to 
identify what your real issue(s) were.  Have students explain their answers. 


 Share your own observations with students.  (For example, did every group listen 
or did they repeat questions that had already been asked?  Did the questions 
asked begin with How, How come, What, Are you saying, Why, Where, Could 
you…?  Did students tend to interrogate you versus question you? Did you feel 
that students were antagonistic or empathetic?) 


 Ask students if they think there are logical steps in the negotiating process.  What 
are the steps?  List the students’ responses on the board.  


 Draw the diagram shown on the next page on the board: 
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Step 1: 


Information Seeking 
Step 2: 


Information Giving 
Step 3: 


Problem Census 
Step 4: 


Problem Solving 
Step 5: 


Agreement 
 


 
 
 


 Explain that Chuck Pyron, Ph.D., founder/director of the Oregon Leadership 
Institute presented this approach thirty years ago.  It it is known as the funnel 
approach because it moves from the more general to the more specific. 


 Share Chuck Pryon’s belief that, “The best way to negotiate is not to negotiate at 
all.”  Explain that Pryon felt that people should avoid advocacy or taking a 
position and work towards cooperative resolution. 


 Ask students if they remember Fisher and Ury’s (authors of Getting to Yes) four 
fundamental principles of negotiation from the discussion last semester (3.4 
Protecting Your Business).  List students’ responses on the board.  Compare 
students’ responses to the actual principles:  


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


 Write BATNA on the board and ask students if they remember what it means. 
{BATNA= Best Alternative to a Negotiated Agreement.]  According to Fisher and 
Ury, “Developing your BATNA not only enables you to determine what is a 
minimally acceptable agreement, it will probably raise the minimum.  Developing 
your BATNA is perhaps the most effective course of action you can take in 
dealing with a seemingly more powerful negotiator.” 


 Write the following negotiation outcomes on the board: Win/Lose, Lose/Win, 
Lose/Lose, Win/Win.  Ask for volunteers to explain the four outcomes.  [Win/Lose 
and Lose/Win: One party achieves the goal at the expense of the other party; 
Lose/Lose: Both parties are dissatisfied with the terms of the negotiated 
agreement; Win/Win: Both parties achieve their goals and are satisfied with the 
outcome.] 


 Refer back to the list of student responses on the board when students shared 
how they felt when they did not get their way (Establish the Framework for 
Learning).  Emphasize that in a Win/Win situation both parties feel good. 


 Ask students if they are ready to practice their negotiation skills and arrive at a 
Win/Win. 
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Activity 4: Parking Hassle 
 Divide students into two large groups of equal number of students.  (You could 


use Group A and B from the previous activity.  Make certain you have the same 
number of students in both groups so each student has a partner.)  Explain that 
you will hand out a different information sheet to each group.  Ask that students 
not share their information sheets with one another.  Further explain that you will 
be pairing a student from Group A with a student from Group B.   


 Distribute Parking Hassle 1A to every student in Group A.  Distribute Parking 
Hassle 1B to every student in Group B.  Now, pair each Student in Group A with 
a student in Group B.  Allow 7-8 minutes for students to read their information 
sheets and complete the questions. 


 When the 7-8 minutes are up, remind students that this is a negotiation and 
students should work towards reaching an agreement.  Call time after 7-9 
minutes unless students have obviously finished the activity sooner.  Check to 
see how many pairs were able to negotiate an agreement. 


 Ask students to indicate, by a show of hands, how many pairs were able to reach 
an agreement.  Were all of the agreements reached Win/Win? 


Discussion  
 Ask students to share their thoughts about the process.  Did anyone determine a 


BATNA before or during the negotiation?  Did anyone remember the four 
fundamental principles of negotiation and try to implement them? 


 Ask for volunteers to share their negotiated agreement.  (Look for creative 
approaches.) 


Summarize the Learning 


 Emphasize that negotiation is a dynamic and reciprocal process.  You must 
establish a relationship before you can initiate the negotiation process. 


 Remind students that listening is critical to the negotiation process—listening 
takes practice and it’s important to remember when it’s difficult to listen. 


 Suggest that students negotiate on a daily basis and that developing their 
negotiation skills will help them in their personal and professional lives! 


Enrich the Learning 


 Planning a negotiation.  Have students think about an upcoming negotiation 
they will be involved in for the in-school business.  It could be with a supplier, a 
school administrator, a customer or a co-worker.  Direct students to the Planning 
Your Strategy worksheet in their Student Guide.  Review the directions and 
assign a completion deadline. 


 Getting to Yes.  Have students read Fisher and Ury’s book, Getting to Yes and 
write a review of the book.  Students should write a 5-paragraph essay either 
recommending the book to others or explaining why the book is not worth the 
time.  Assign a deadline. 


 Customer Service/Sales Research Journal/Envelope.  Remind students that 
you will randomly check their journal/envelopes sometime in the next few days. 
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Negotiation Skills Inventory  
(Scoring Key) 


 
Explain that students should give themselves one point for each correct answer.  Share 
the correct answer and the reason why that answer is the best response. 
 
Question Answer Reasoning 
1. A A skillful negotiator encourages repetition to clarify the 


other person’s thought. 
 


2. C Anger is generally dealt with best by inquiring about its 
cause. 
 


3. C Expressing your concern for both the project and your 
weekend plans sets the stage for a balanced dialogue. 
 


4. C To renegotiate an agreement, focus on the issue 
without attacking the individual. 
 


5. B The best negotiator works to satisfy the interest of all. 
 


6. A Getting more information increases the changes for 
finding creative solutions. 
 


7. C Continued conversations are necessary to search for 
an optimal solution. 
 


8. B It is best initially to assume you did something to cause 
anger and to check out that possibility. 
 


9. A It is important to pay attention to nonverbal signs 
because they may indicate hurt feelings.  A useful 
inquiry is: “Did I say or do something to upset you?” 
 


10. A A clear, sincere apology is always in order. 
 
 
Have students count up the number of correct answers they have.  Explain that the 
number of correct answers correlates to your level of negotiating skills: 
 
0-5 : Beginner 6-7: Intermediate 8-9: Advanced 10: Optimum  
 
 
Source: Adapted from The Family Business Negotiation Skills Inventory, Anne L. Matz, M.A., and Milton Matz, Ph.D.
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Parking Hassle 1A 
 
Directions: Read through the scenario and take a moment to answer the questions stated below. 
 
 
You have driven to the downtown section of your city for a very important meeting with a 
new customer who represents at least $50,000 in new business for your small 
company.  The parking lot in which you usually park is closed for repairs, and you don’t 
know of another lot nearby.  You are running late due to a traffic accident and you are 
worried about the time.  While driving down the street on which your customer’s office is 
located, you see an open parking space.  You pull your car alongside the car parked in 
front of the open space so that you can parallel park.  As you start to back into the open 
space, another person drives up and begins to pull forward into the space.  The two 
cars block each other and neither one of you can park.  You turn off your engine; get out 
of your car, and head back to talk with the person in the other car. 
 
 
 


1. Define the situation: ______________________________________________ 
 ______________________________________________________________ 
 


2. What do I want to accomplish? _____________________________________ 
 ______________________________________________________________ 
 


3. What am I willing to give up or trade? ________________________________ 
 ______________________________________________________________ 
 


4. What common issues might exist? __________________________________ 
 ______________________________________________________________ 
 


5. Creative approaches? ____________________________________________ 
 ______________________________________________________________ 
 







Entrepreneurship: Running a Business 5.4 The Art of Negotiation Page 69
 


Parking Hassle 1B 
 
Directions: Read through the scenario and take a moment to answer the questions stated below. 
 
You are on your way to a very exciting job interview.  You have been unemployed for 
almost ten months and this is the first real lead you’ve had in a long time.  You hate 
driving downtown, but the job pays well and so you figure you can learn to live with the 
challenge of downtown traffic.  Finding a parking spot has proven to be a real hassle.  
Most of the parking lots are already full.  While driving down a street near the location of 
the company where you’re interviewing, you notice an open parking space.  You begin 
to pull forward into the space, but at the same time, another person tries to back into the 
same space.  The two cars block each other and neither one of you can park.  You turn 
off your engine; get out of your car, and head to talk with the person in the other car. 


 


 
1. Define the situation: ______________________________________________ 


 ______________________________________________________________ 
 


2. What do I want to accomplish? _____________________________________ 
 ______________________________________________________________ 
 


3. What am I willing to give up or trade? ________________________________ 
 ______________________________________________________________ 
 


4. What common issues might exist? __________________________________ 
 ______________________________________________________________ 
 


5. Creative approaches? ____________________________________________ 
 ______________________________________________________________ 
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UNIT 5:  ASSESSMENT 
 


INSTRUCTIONS:  Complete the following four activities.  You may be in a group 
of 2-3 members. 
 
1.  Observe Salespeople 


 Determine the qualities of an effective salesperson. 
 Select 3 salespeople for observation.  You may choose 3 different 


stores within the same category, such as, Gap, American Eagle and 
Abercrombie. You may also observe three salespeople at one store as 
long as the store is large enough for you to gather valid data. 


 Complete the sales quality-rating sheet according to what you observe. 
 Include comments about the individual salesperson that you feel are 


important. 
 Analyze the results.   
 Be prepared to turn in observation sheets. 


 
2.  Design a Survey 


 Think about your in-school business.  What if you were a customer?  
What would you want?  What are your service expectations?   


 Design a survey to be given to collect customer service expectations of 
your potential customers. 


 Administer the survey to10-20 students. 
 Collect surveys and tally results. 
 Analyze the results.   
 Be prepared to turn in completed surveys. 


 
3.  Present your Findings to Class 


 5 Minute presentation to share your findings to the class. 
 Questions to address during presentation: 


 What are the similarities and differences between 
salespeople? 


 Which salesperson was the best and why? 
 What are similarities and differences between customer 


service expectations? 
 What are the implications of these findings for “The 


Business”? 
 Must include a visual aid to support your findings. 
 Be creative on the delivery of your information. 
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GRADING RUBRICS 


SCORE UNDERSTANDING PRESENTATION 
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. 


The performance or product is 
highly effective.  The ideas are 
presented in an engaging, 
polished, clear and thorough 
manner mindful of the audience, 
context and purpose.  There is 
unusual craftsmanship in the 
final product or performance. 


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. 


The performance or product is 
effective.  The ideas are 
presented in a clear and 
thorough manner showing 
awareness of the audience, 
context and purpose. 


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. 


The performance or product is 
somewhat effective.  There are 
some problems with clarity, 
thoroughness, delivery and 
polish.  It is unclear whether 
audience, context and purpose 
have been considered. 


1 Shows little apparent 
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. 


The performance or product is 
ineffective.  The performance is 
unpolished, providing little 
evidence of prior planning, 
practice and consideration of 
purpose and audience, or the 
presentation is so unclear and 
confusing it is difficult to 
determine the key points.   


 








 
 
 
 
 


Student Guide 
Unit 6 
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Cash Budget 
 
Directions: Read through the information and create a cash budget.  Fill in all three columns, estimated, 
actual and difference.  Review the numbers and discuss in your group the reasons for any differences. 


 
 
Three Friends’ Lawn Service 
Nate, Pedro and Jack own a lawn service business that they operate out of Nate’s 
home.  They do not pay rent.  Their expenses include: $ 2,000 salaries, $1,200 
gasoline, $250 equipment maintenance, $200 cell phone service, $250 advertising, $50 
insurance, and $100 miscellaneous.  Most of their customers pay on account on a 
monthly basis and they can expect $6,500 in accounts receivable payments.  They also 
have customers who pay cash and they can expect $3,200 in cash sales. 
 
Last month was an interesting month for Three Friends’ Lawn Service.  They acquired 
several new customers and had to hire a part-time employee.  So their actual salary 
expense was $2,800.  The new customers increased their cash sales to $4,300 and 
their accounts receivables to $7,000.  The new business meant higher costs for 
gasoline and their gas costs rose to $1,500.  One of their trimmers required an engine 
overhaul and a mower blade was ruined when it ran into a rock pile, so the equipment 
maintenance costs increased to $325.  They went over their allotted minutes on the cell 
phone plan and had to pay $250. 
 


Three Friends’ Lawn Service Cash Budget for Month 1, 20xx 
 


 
A B C D 


 Estimated Actual Difference 
Cash Receipts    
Cash sales    
Accounts receivable payments    
Total cash receipts    
Cash Disbursements    
Salaries    
Gasoline    
Equipment maintenance    
Cell phone service    
Advertising    
Insurance    
Miscellaneous    
Total cash disbursements    
Net Cash Increase/Decrease    
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Extending Credit Debate 
 
Directions: Your teacher will assign your group either the affirmative or opposition position.  In your group, 
brainstorm all the reasons that entrepreneurs should either be for (affirmative position) or against 
(opposition position) extending credit to their customers.  Be prepared to present your position with a solid 
opening statement, at least three key facts and a bold closing statement. 
 
 
To succeed in business, entrepreneurs should extend credit to their 
customers. 
 
 
Affirmative position: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Opposition position: 
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Who’s Got the Cash 
 
Directions: Complete the cash flow statements for each business.  Analyze the each business’ cash flow 
statement and answer the questions posed. 
 
Natasha’s Nature Blooms                     Date: June, 20xx 
Beginning Cash Balance $800 
Cash Receipts    


Cash sales:  $2,500  
Accounts receivable payments: $3,750  
Total Cash Receipts (Inflow) ______ ______ 
   
Cash Disbursements   
Inventory: $1,280  
Variable costs: $365  
Fixed Costs: $580  
Total Cash Disbursements (Outflow) ______  
  _______ 
Net Cash Flow  _______ 
   
Ending Cash Balance  _______ 
   
 
Taylor’s T-Shirts                                   Date: June, 20xx 
Beginning Cash Balance $500 
Cash Receipts    


Cash sales:  $1,800  
Accounts receivable payments: $1,500  
Total Cash Receipts (Inflow) ______ ______ 
   
Cash Disbursements   
Inventory: $1,025  
Variable costs: $275  
Fixed Costs: $750  
Equipment: $210  
Total Cash Disbursements (Outflow) ______  
  _______ 
Net Cash Flow  _______ 
   
Ending Cash Balance  _______ 
 
 
Which business is in a better cash flow position?   
 
Can you identify some areas that should be addressed? 
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Seasons Come, Seasons Go 
 
Directions: Consider each business listed and describe what you think that business’s cash cycle would 
be for one year.  Explain how you think that business’s cash flow would be affected during the year - be 
specific about any positive or negative impacts.  In addition, provide any ideas you have for how to 
manage the cash flow to ensure success. 
 
 
Vanecia’s Fresh Vegetable Market 
 
 
 
 
 
 
 
 
 
 
 
 
Stan’s Snowboard Rentals 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Tanya’s Tax Preparation Service 
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My Cash Budget 
 
Directions: Create your own personal cash budget.  Consider how much money you have to spend every 
month.  List the amounts in the appropriate space.  Next consider what you spend your money on each 
month.  Use the blank lines to add your own expense items that are not listed.  After you have filled in the 
estimated column, begin tracking your actual cash inflow and outflow for the next four weeks.  When the 
four weeks are up, total up your receipts and bills to complete the actual column.  Finally, fill in the 
difference column and step back.  Do you have a positive or negative cash flow? 
 
 
 
 


A B C D 
 Estimated Actual Difference 


Cash Receipts 
   


Allowance    
Income    
Other    
Total cash receipts    


Cash Disbursements 
   


Fast food    
Gasoline    
Entertainment    
Cell phone service    
Clothes    
Insurance    
    
    
    
    
Total cash disbursements    


Net cash increase/decrease 
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What’s Hot, What’s Not 
 
Directions: Complete the table below by filling in the products and the total sales for each product sold in 
your in-school business (you will need access to your Daily Drawer Sales and Balance Sheet, or Weekly 
Gross Margin information depending on what time period you are working with).  Add up the total sales 
per product and check your number against the actual total sales for the period you’re working with (day, 
week, month).   Now determine the percent of total sales each product represents.  Round up where 
necessary.  Remember to use the following formula: 


 
Product Sales ÷ Total Sales = Percent of Sales 


 
Product Sales Percent of Total 


   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   


Total Sales                               $ 100 
 


 
Based on your sales by product analysis, which products are hot sellers and which are 
not? 
 
HOT: _________________________________________________________________ 
______________________________________________________________________ 
 
NOT: _________________________________________________________________ 
______________________________________________________________________ 
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Can You Pay the Bills? 
 
Directions:  Determine the current ratio for each of the businesses by using the information provided on 
their separate balance sheets.  Remember, the current ratio compares current assets with current 
liabilities: 


__Current Assets__     
     Current Liabilities  


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


What is the current ratio for Carver’s Cabinets (show your calculation)? 
 


= Current Ratio 


Carver’s Cabinets 
Balance Sheet 


December 31, XXXX 
 


Assets 
 


Liabilities 
 


Current assets  Current liabilities  
Cash $ 16,000 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 $39,200 Total liabilities $28,500 
    
Fixed assets  Net worth  
Equipment $10,200 Mike Carver $36,005 
     Less depreciation $ -2,195   
Furniture $2,300   
      Less depreciation $ -200   
Vehicles $19,000   
      Less depreciation $ -3,800   
Total fixed assets $25,305   
    
 
Total assets 


 
$64,505 


Total liabilities  
& net worth 


 
$64,505 







Entrepreneurship: Running a Business 6.2 Analyzing Financial Performance Page 74 
 


Can You Pay the Bills? 
 
Directions:  Determine the current ratio for each of the businesses by using the information provided on 
their separate balance sheets.  Remember, the current ratio compares current assets with current 
liabilities: 


__Current assets__     
    Current Liabilities  


 


 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
What is the current ratio for Bethany’s Baubles (show your calculation)? 


= Current Ratio 


Bethany’s Baubles 
Balance Sheet 


December 31, XXXX 
 


Assets 
 


Liabilities 
 


Current assets  Current liabilities  
Cash $ 2,500 Accounts payable $ 8,000 
Accounts receivable $8,000   
Less allowance for 
     uncollectible accounts 


-600 Long term liabilities 
Loans payable 


 
$19,500 


Inventory $12,000   
Total current assets $21, 900 Total liabilities $27,500 
    
Fixed assets  Net worth  
Equipment $15,000 Bethany Bell $26,025 
     Less depreciation $ -1,175   
Furniture $2,800   
      Less depreciation $ -200   
Vehicles $18,000   
      Less depreciation $ -2,800   
Total fixed assets $31,625   
    
 
Total assets 


 
$53,525 


Total liabilities  
& net worth 


 
$53,525 
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Ratio Analysis 
 
Directions:  You will need to refer to the two balance sheets provided in the previous exercise (Can You 
Pay the Bills?).  Complete the calculations (show your work) for each company as directed below.  When 
you have completed all of the calculations, answer the final question based on your newfound knowledge. 
 
 
�� Working Capital   Current Assets – Current Liabilities = Working Capital 


 
Carver’s Cabinets: 
 
 
Bethany’s Baubles: 
 
 


�� Debt ratio    _Total liabilities__   
                                 Total Assets 
 


Carver’s Cabinets: 
 
 
Bethany’s Baubles: 


 
 
�� Use of Debt       _____Total Liabilities_____   


    Owner’s Equity (net worth) 
 
Carver’s Cabinets: 
 
 
Bethany’s Baubles: 
 
 


 
�� Quick Ratio          Current assets – Inventory   


                                      Current Liabilities 
Carver’s Cabinets: 
 
 
Bethany’s Baubles: 
 
 


Based on the ratios, which business has better financial performance? 


= Debt Ratio 


= Use of Debt Ratio 


= Quick Ratio 
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Profit or Loss? A 
 
Directions: Read the company scenario and use the information provided to create an income statement 
for the company.  Remember these equations: 
 


Net Income after Taxes ÷ Net Sales = Net Profit on Sales 
Gross Sales – Returns = Net Sales 


Net Sales – Cost of Goods Sold = Gross Profit 
Gross Profit – Operating Expenses = Net Income from Operations 


Net Income from Operations – Interest Expense = Net Income before Taxes 
Net Income before Taxes – Income Tax Paid = Net Income after Taxes 


 
Paul’s Auto Parts  
• Paul owns a small automotive parts store.  He sold $195,000 worth of auto parts and 


had $2,600 worth of merchandise returned.  What were Paul’s net sales? 
• Last year, Paul spent $87,500 for parts that he sold.  What was Paul’s gross profit? 
• Paul’s operating expenses include: Utilities $1,500, Salaries $28,500, Advertising 


$800, Insurance $900, Rent $6,800, Other expenses $500.  What was Paul’s net 
income from operations? 


• Paul has a loan from the Small Business Administration and paid $1,600 in interest 
last year.  What was Paul’s net income before taxes?   


• Paul is a sole proprietor and paid $8,200 in taxes last year.  What was Paul’s net 
income after taxes? 


 
Revenue from sales  
     Gross sales  
     Less returns  
     Net sales  
     Cost of goods sold  
     Gross profit  
Operating expenses  
      Utilities  
      Salaries  
      Advertising  
      Insurance  
      Rent  
      Other expenses  
      Total expenses  
Net income from operations  
    Less interest expense  
Net income before taxes  
     Less income tax paid  
Net income after taxes  
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Profit or Loss? B 
 
Directions: Read each company scenario and use the information provided to create an income 
statement for the company. Remember these equations: 
 


Net income after taxes ÷ Net sales = Net profit on sales 
Gross sales –Returns = Net sales 


Net sales – Cost of good sold = Gross profit 
Gross profit-Operating expenses = Net income from operations 


Net income from operations – interest expense = net income before taxes 
Net Income before Taxes – Income Tax Paid = Net Income after Taxes 


 
Tiffany’s Baskets and Balloons  
• Tiffany owns a retail business that offers specialty gift baskets and balloons.  She 


sold $245,000 worth of baskets and balloons and had $3,600 worth of merchandise 
returned.  What were Tiffany’s net sales? 


• Last year, Tiffany spent $150,000 for merchandise that she sold.  What was Tiffany’s 
gross profit? 


• Tiffany’s operating expenses include: Utilities $1,800, Salaries $32,500, Advertising 
$1,200, Insurance $1,300, Rent $8,600, Other expenses $1,000.  What was 
Tiffany’s net income from operations? 


• Tiffany has a loan from her local bank and paid $2,800 in interest last year.  What 
was Tiffany’s net income before taxes?   


• Tiffany is a sole proprietor and paid $13,870 in taxes last year.  What was Tiffany’s 
net income after taxes?   


 
Revenue from sales  
     Gross sales  
     Less returns  
     Net sales  
     Cost of goods sold  
     Gross profit  
Operating expenses  
      Utilities  
      Salaries  
      Advertising  
      Insurance  
      Rent  
      Other expenses  
      Total expenses  
Net income from operations  
    Less interest expense  
Net income before taxes  
     Less income tax paid  
Net income after taxes  
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What I Value 
 
Directions:  Take a few moments to consider what you value.  Then write your top three values in rank 
order from the most important.   
 
Values are beliefs or ideas you consider important or desirable.  Everyone has values, 
but everyone does not value the same things equally.  Remember—when you decide 
something is good, right or preferable, your values are guiding you. 
 


 
1. ________________________________________________________________


________________________________________________________________ 


 
2. ________________________________________________________________


________________________________________________________________ 


 
 
3. ________________________________________________________________ 


________________________________________________________________ 


 
Can you identify where your values come from? 
 
______________________________________________________________________ 
 
______________________________________________________________________ 
 
______________________________________________________________________ 
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What’s Going On? 
Directions:  Listed below is a series of questions that have been excerpted from the Josephson Institute 
of Ethics Report Card 2006: The Ethics of American Youth.  In your small group, take a moment to 
discuss each question and consider how you would respond and share your thoughts.  As a group, 
consider each question and decide what percent of the 36,000 students actually surveyed answered the 
question in a specific way.  For example, if your group feels that 87% of teens agree with the first 
statement, mark 87% in the Agree column for that statement.  
 


Section II: WHAT DO YOU THINK? 
 Strongly  


Agree 
Agree Disagree Strongly  


Disagree 
No Opinion 


Being a good person is more important 
than being rich. 


     


When it comes to doing what is right, I am 
better than most people I know. 


     


In personal relationships, trust and honesty 
are essential. 


     


In business and the workplace, trust and 
honesty are essential. 


     


In the real world, successful people do 
what they have to do to win, even if others 
consider it cheating. 


     


A person has to lie or cheat sometimes in 
order to succeed. 


     


My parents/guardians would rather I cheat 
than get bad grades. 


     


It’s important to me that people trust me.      
It’s not worth it to lie or cheat because it 
hurts your character. 


     


Most adults in my life consistently set a 
good example of ethics and character. 


     


I am satisfied with my own ethics and 
character. 


     


 
SECTION IV: HAVE YOU DONE THESE THINGS? 


Answers should be based on the last 12 months. 


 Never Only Once Two or More Times Blank 


Lied to a parent about something significant.     
Lied to a teacher about something significant.     
Copied an Internet document for a classroom 
assignment.     
Cheated during a test at school.     
Stole something from parents or relatives.     
Stole something from a friend.     
Stole something from a store     
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 Steps to Ethical Decision Making in Business 
 
 
 
 


1. Gather the facts. 
Many people jump to conclusions before actually checking out the facts.  Make 
certain that you have accurately defined the problem. 


 
2. Identify the people who are affected by the decision. 


Sometimes you have to think of everybody involved.  You must consider the 
benefits, burdens and risks to each stakeholder. 


 
3. Identify the consequences. 


Think about all the potential consequences of your actions.  Consider the worst-
case scenario.  Will your position today still be valid over a long period of time? 


 
4. Consider how your actions will look to others. 


Use the New York Times test - would you feel comfortable if your activities were 
mentioned on the front page of the New York Times newspaper for the world to 
see?  How would you feel if your parents were observing you? 


 
5. Think creatively about potential actions. 


Look at all sides of the situation.  Formulate a full range of alternatives.  Force 
yourself to develop at least three ethically justifiable options. 


 
6. Check your gut. 


If your gut is bothering you, it probably means that something is not right.  Ask 
yourself if you are treating others as you would want to be treated. 


 
7. Implement decision. 


Commit to monitoring the effects of your decision.  Be prepared and willing to 
revise your plan or take a different course. 


 
 
 
Sources: Harvard Business Review, The Ethics Scoreboard, Josephson Institute of Ethics. 
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Six Pillars of Character 
 
When entrepreneurs develop their company’s ethics policy, they must decide what they want the 
business to stand for.  According to the Josephson Institute of Ethics, The Six Pillars of Character are 
ethical values to guide our choices.  The standards of conduct that arise out of those values constitute the 
ground rules of ethics, and therefore of ethical decision making.  They may also form the foundation for 
developing a code of ethics for a business.   


 
 
 
Trustworthiness 
Be honest • Don’t deceive, cheat or steal • Be reliable — do what you say you’ll do • Have the 
courage to do the right thing • Build a good reputation  


 
Respect 
Treat others with respect; follow the Golden Rule • Be tolerant of differences • Use good 
manners, not bad language • Be considerate of the feelings of others • Don’t threaten, hit or hurt 
anyone • Deal peacefully with anger, insults and disagreements  


 
Responsibility 
Do what you are supposed to do • Persevere: keep on trying! • Always do your best • Use self-
control • Be self-disciplined • Think before you act — consider the consequences • Be 
accountable for your choices  


 
Fairness 
Play by the rules • Take turns and share • Be open-minded; listen to others • Don’t take 
advantage of others • Don’t blame others carelessly  


 
Caring 
Be kind • Be compassionate and show you care • Express gratitude • Forgive others • Help 
people in need  
 
 


Citizenship 
Do your share to make your school and community better • Cooperate • Get involved in 
community affairs • Stay informed; vote • Be a good neighbor • Obey laws and rules • Respect 
authority • Protect the environment 
 
 
 
 
 
Source: Character Counts! Josephson Institute of Ethics 
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Developing a Business Code of Ethics 
 
According to the U.S. Small Business Administration, “A well-defined ethics policy along with an outline of 
related standards of conduct provides the framework for ethical, moral behavior within your company.  A 
company policy is a reflection of the values deemed important to the business.  As you develop your 
company’s policy, focus on what you would like the world to be like, not on what others tell you it is.”   
 
Directions: Consider what you want your in-school business to stand for.  Take some time to discuss the 
values that are important to you and the success of the in-school business.  For example, think about how 
you want to be treated when you are a customer.  Think about things you want to avoid in your business 
practices.  Write down your ideas and begin drafting a code of ethics for your in-school business. 
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My Code of Ethics 
 
Directions: Think about the three words you wrote down that best described your own individual guiding 
principles.  A personal code of ethics documents the ideas and philosophies that are the essence of your 
life and allows you to say “I will do this because I believe this.”  Write your own personal code of ethics 
below. 
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Philanthropy and Me 
Philanthropists:  
Directions: Take a moment to think of people you know or have heard of who are examples of 
philanthropists.  Make a list of characteristics that you feel philanthropists have in common. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Now, review your list and put a � mark next to the characteristics that you feel you possess. 
 
 
Time, Talent and Treasure: 
Directions: Take a moment to reflect on the things you have done for others in the past two years or so.  
Maybe you’ve donated your time by volunteering at school or at a community center; perhaps you’ve 
donated your talents by tutoring a classmate or singing at a senior citizen apartment complex; or perhaps 
you have donated money for hurricane relief, or to help pay medical bills for someone.  Write down your 
recent philanthropic activities.  If you have not recently donated your time, talent or treasure, consider 
how you could become a philanthropist in the future— write down what you plan to do. 
 
I have given (or plan to give) my time by… 
 
 
 
 
 
I have given (or plan to give) my talent by… 
 
 
 
 
 
I have given (or plan to give) my treasure by… 
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To Give or Not To Give… 
 
Directions: The business that you and your classmates operate has done very well this past year—so 
well, in fact, that you are thinking about donating $5,000 to a local charity.  You have called a meeting of 
the team to determine how you are going to decide which nonprofit/charity should receive your generous 
donation. 
 


1. The first step is to agree on the overall cause, mission or purpose of the charity.  
For example, from which category will you select?  Nonprofits and charities are 
commonly grouped as such:  


• Religious 
• Public and Social Benefit 
• Health and Human Services 
• Art, Culture, and Recreation 
• Education 
• Environmental 


 
 


Circle the agreed-upon category - remember, everyone on the team must be in 
agreement. 


 
2. The next step is to consider a specific cause, mission or purpose within the 


nonprofit/charity category you’ve selected.  For example, if you selected the 
category of Health and Human Services, you might want to donate to cancer 
research, or providing medical supplies to people in less-developed countries.  If 
you selected Environmental, you might want to donate to building more windmills 
or solar energy development. 


 
Write down your agreed-upon cause, mission or purpose and explain your 
choice. 
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Tips for Giving Wisely 
 
 
 


1. Budget for giving. 
Plan your philanthropic activities right into your budget 
just as you would snacks, entertainment, clothes or 
vacations. 


 
2. Know your charity. 


Charities have an obligation to provide detailed information to interested donors. 
Request written literature that includes a list of the board of directors and a 
mission statement.  Never give to a charity that you know nothing about. 
 


3. Find out where your dollars go.  
Ask how much of your donation goes for general administration and how much is 
left for the program services you want to support.  The general rule of thumb is 
that less than 40% should be spent on general administration and fundraising. 


 
4. Keep records of your donations.   


Ask for a receipt if you give cash.  If you can write a check, that’s a better record 
of your donation and has a better chance of going directly to the nonprofit. 


 
5. Do not fall for emotional appeals. 


Beware of the pathetic “sob story.”  Make sure you get the real story behind the 
charity.  Ask for as much information as you need to be comfortable giving 
money to the charity. 


 
6. Consider giving generously. 


Once you are satisfied that the charity is worthwhile, give generously if you can.  
There are many good nonprofit organizations that need your support.  By doing 
your homework, you can give wisely and you will be giving more effectively. 


 
 
 
 
 
 
Adapted from: Independent Sectors guidelines, posted at www.IndependentSector.org. 
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What’s It To You? 
Employees 


 
Directions: As a group of business owners, discuss what you consider to be a business’s social 
responsibility to its employees.  Consider the legal requirements, but also think about policies and 
procedures you could put into place to create a work environment that attracts and retains good 
employees.   Write down your ideas for meeting the social responsibility to your employees. 
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What’s It To You? 
Customers 


 
Directions: As a group of business owners, discuss what you consider to be a business’s social 
responsibility to its customers.  Remember, your customers are the most important asset your business 
has.  If you don’t treat them correctly, they will not buy your products or use your services and you may go 
out of business.  Make a list of things you think you should do when dealing with customers. 
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What’s It To You? 
Suppliers 


 
Directions: As a group of business owners, discuss what you consider to be a business’s social 
responsibility to its suppliers.  Remember, you depend on your suppliers to provide you with the goods 
you need to manufacture or sell your products.  Make a list of things you think you should do to maintain 
good relationships with your suppliers. 
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What’s It To You? 
Community 


 
Directions: As a group of business owners, discuss what you consider to be a business’s social 
responsibility to the local community.  Keep in mind that businesses can contribute money, products, 
services and more.  Make a list of at least 8 ways business can get involved with the community. 
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Doing the Right Thing 
 
Directions: Think about the impact your in-school business has on employees, customers, suppliers, the 
local community and the environment.  Consider each of the areas of impact and think how you want your 
in-school business to behave.  List at least 3 ways your in-school business will meets its social 
responsibilities. 
 
Employees: 


1. ________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________ 


 
Customers: 


1. ________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________ 


 
Suppliers: 


1. ________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________ 


 
Community: 


1. ________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________ 


 
Environment: 


1. ________________________________________________________________
________________________________________________________________ 


2. ________________________________________________________________
________________________________________________________________ 


3. ________________________________________________________________
________________________________________________________________ 












 
 


Stud 
 
 


Student Guide 
Glossary 
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Glossary of Terms 
 
Advertising The activity of attracting public attention to a product or 


business, as by paid announcements in the print, 
broadcast or electronic media. 
 


BATNA Best Alternative to a Negotiated Agreement; enables one 
to determine what is a minimally acceptable agreement. 
 


Balance Sheet A financial statement that tells the condition of a business 
at a particular moment in time.  A balance sheet is like a 
picture of a business in that it illustrates the three 
important aspects of a business:  assets, liabilities and 
net worth.  
 


Benefit Aspects of a product, both tangible and intangible, that 
enhance the value of the product or service to a 
customer.  
 


Break-Even Analysis A calculation that determines the volume of sales 
required to earn a profit.  This calculation requires 
considering assumptions regarding pricing, variable costs 
and fixed costs. 
 


Break-Even Point The volume of sales that must be made in order to cover 
all expenses. 
 


Bundling A pricing strategy in which services or products are 
combined together for one price as opposed to having 
the customer pay for each individual part of the service or 
product.  
 


Buying Process A series of mental steps that a customer goes through 
when making a purchase. 
 


Cash Budget A budget that shows the projections of cash coming in 
and going out; it should show estimated cash flow, actual 
cash flow and the difference between the two.   
 


Cash Inflow Cash coming into a business; examples include sales of 
a product or service, loan or credit card proceeds, asset 
sales and owner investments. 
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Cash Outflow Cash going out of a business; examples include business 
expenditures, loan or credit card repayment, asset 
purchases and owner withdrawals.   
 


Cause-Related Marketing The process of associating a business with a charitable 
cause to gain joint publicity and awareness for that cause 
and the company. 
 


Character A person’s reputation based on self-discipline, courage 
and ethics; knowing what is right and acting on it; the 
inherent complex of attributes that determine a person’s 
moral and ethical actions and reactions. 
 


Code of Ethics A level of ethical behavior demanded by an individual, a 
business, a culture or a society.  
 


Competition-Based 
Pricing 


A pricing strategy that seeks to meet or beat the 
competition’s price. 
 


Consumer Analysis The process of understanding who your customers are in 
an effort to effectively meet customer demand. 
 


Consumer Credit Loans provided by banks and credit unions to 
consumers.   
 


Contribution Margin Sometimes mistakenly referred to as the profit per unit, 
the “profits” of units sold have to first contribute to paying 
fixed costs. 
 


Corporate Social 
Responsibility 


How companies effectively manage their business 
processes to produce an overall positive impact on 
society; the idea the business should not behave 
amorally, but behave in such a manner that will 
contribute to the overall welfare of their communities; 
acting with concern and sensitivity, aware of your actions 
on others, particularly the disadvantaged.  
 


Cost-Based Pricing A pricing strategy that uses the wholesale cost of an item 
as the basis for the price charged.  Choices are a markup 
price or a markdown price.  Businesses usually use a set 
percentage to determine the markup or markdown price. 
 


Cost of Goods Sold Direct costs of labor and materials involved in a 
business.  
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Current Ratio Compares current assets with current liabilities and 
indicates the ability of the business to pay its bills.  
 


Customer Service The degree of assistance and courtesy granted those 
who patronize a business or organization. 
 


Cyclical A type of cash flow that means that the amount of cash 
flowing in may depend on the time of the year.  
 


Debt Ratio Measures the percentage of total dollars in the business 
provided by creditors.   
 


Demand-Based Pricing A pricing strategy that surveys potential customers to 
discover what they would be willing to pay for the product 
or service.  The highest price identified is the highest 
price that can be charged. 
 


Elasticity The ability of a product to rise or fall in price, even 
slightly, to cause dramatic shifts in demand for that 
product.  An example of an elastic product is oil. 
 


Ethics The study of values that examine how we ought to live.  
A set of moral principles. 
 


Ethos Character.  The primary definition is one’s distinguishing 
attitudes and beliefs that define who they are as a 
person.  A secondary definition is one’s concern for the 
community.   
 


Feature A distinctive aspect, quality or characteristic of a product 
or service. 
 


Fixed Costs Expenses that do not change from month to month over 
a given period of time to maintain business operations.  
Examples of fixed costs include utilities, salaries, 
advertising and rent. 
 


Gross Profit Profit before operating expenses are deducted.  
 


Gross Sales The dollar amount of all sales, including returns. 
 


Keystoning A pricing strategy that doubles the wholesale price to 
arrive at a retail price. 
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Leader A person who is committed to changing an organization 
through their influence and developing a shared vision 
throughout an organization.  
 


Manager A person who is tasked with the maintenance of an 
existing organization.  
 


Markdown Lowering prices on a product or service in order to 
encourage sales of that product or service. 
 


Market Analysis The process of reviewing your target market by location, 
population, personality, behavior and income in an effort 
to segment it into smaller groups. 
 


Market-Driven The state of a company being externally focused in order 
to understand market dynamics and consumer needs.  
This process allows a business to identify business 
opportunities and capitalize on them. 
 


Marketing Activities that businesses do to come to the marketplace 
and exchange goods and services for money. 
 


Marketing Mix A business concept that blends the four marketing 
elements of product, place/distribution, price and 
promotion used to reach a target market. 
 


Markup An amount added to the cost of an item to cover 
expenses to ensure a profit. 
 


Media Release A common term used for a press release. 
 


Mission Statement A set of sentences that describe a company’s function, 
markets and competitive advantages; a short written 
statement of business goals and philosophies. 
 


Morals The practical application of ethical principles; accepted 
standards of right and wrong that are often applied to 
personal behavior.  
 


Negotiate To discuss with a view to reaching agreement.  
 


Net Sales The dollar amount of all sales after returns have been 
subtracted.  
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Nonprofit Organization These organizations are not prohibited from making 
profits, but have limitations placed on them on what to do 
with profits.  Excess revenue (profit) is placed back into 
the organization to continue developing the programs 
that provide for the public good.  Profits do not go to 
shareholders and they are not divided among employees 
of the organization.   
 


Order-Getter A salesperson who seeks to actively provide information 
to prospects, persuade those customers and close sales; 
order-getters are often associated with providing benefits 
to customers and engage in problem-solving.   
 


Order-Taker A salesperson who only processes the purchase the 
customer has already selected.  
 


Overhead Expenses Costs incurred to operate a business, such as utilities, 
salaries, advertising, rent and insurance. 
 


Penetration Pricing A pricing strategy where the price for products or 
services is set artificially low in order to gain market 
share.  Once this is achieved, the price is increased. 
 


Personal Selling The process of making oral commercial representations 
during a buyer/seller interview situation; direct, face-to-
face communication between buyer and seller.  
 


Philanthropy Voluntary giving by an individual or group to promote the 
common good.  Philanthropy can also mean to voluntarily 
give of your time, talent and treasure.  
 


Pilferage Stealing of inventory by employees or customers, which 
is a particular form of shrinkage.  
 


Place One of the four marketing mix components.  Also 
referred to as distribution; the process of deciding where 
and how a company will distribute its products or 
services. 
 


Positioning The process of placing a product in certain markets to 
obtain a desired customer response. 
 


Press Release A message to the media describing the who, what, when, 
where and why of a particular event or announcement. 
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Product Mix The combination of different products and services that 
are sold to meet or create consumer needs. 
 


Promotion One of the four marketing mix components.  The 
combined efforts of advertising and publicity. 
 


Promotional Pricing A pricing strategy that uses price “promotions” such as 
“Buy One Get One Free.” 
 


Psychological Pricing A pricing strategy that seeks a customer response based 
on emotion.  “Price Point Perspective” is an example of 
this type of strategy (pricing at $9.99 rather than $10.00). 
 


Publicity Attempting to manage the public's perception of a subject 
by seeking favorable media coverage. 
 


Quick Ratio A measure that indicates whether a company is liquid 
without having to depend on inventory.  
 


Revenue Money that comes from generating sales. 
 


Secured Loan A loan that is backed by a product.  For example, a car is 
the collateral for a car loan—the bank can repossess the 
car if the loan is not repaid.  
 


Selling Process The routine of thinking like a customer, understanding 
the benefits and stretch benefits and having the qualities 
necessary for sales.  
 


Shrinkage Unexplained disappearance of inventory due to loss or 
theft.  
 


Skimming A pricing strategy that seeks to charge a high price 
during a product’s introductory stage, when it’s new and 
there is little or no competition. 
 


Time-Based Pricing Using the amount of time it takes to complete a service to 
determine the price of that service. 
 


Trade Credit An arrangement to buy goods or services on account; 
that is, without making immediate cash payment.   
 


Unique Selling Position 
(USP) 


The process of analyzing a competitor’s offers in order to 
identify what is unique about yours. 
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Unsecured Loan Loans that are granted based on a consumer’s credit 
history of repayment.  Most credit cards are unsecured 
forms of loans.  
 


Use of Debt A measure that looks at total liabilities compared to 
owner’s equity or owner’s net worth. 
 


Values Standards, beliefs or ideals that serve as guides by 
which we live and make decisions. 
 


Value Pricing A pricing strategy that seeks to find the balance between 
quality and price in an effort to give customers the value 
they seek.  This pricing approach is not the same as 
setting the cheapest price. 
 


Variable Costs Expenses that vary according to the volume of 
production.  Two examples of variable costs are 
materials and labor. 
 


Working Capital The amount of cash a business needs to carry on its 
daily operations.   
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Unit 4: Section 1 


Business Definition 
 


"It is awfully important to know what is and what is not your business."  - Gertrude Stein, 
American author and patron of the arts 
 


Overview 
Students examine the three parts of the business definition, analyze mission statements 
and identify a competitive strategy. 


Key Objectives 


Students will be able to: 
 Discuss a business definition 
 Recognize the elements of a competitive strategy 
 Develop a mission statement 
 Create a basic business plan for their in-school business 


Preparation 
Review the lesson and map out your own timeframe. 
Complete a What’s the Business? worksheet to be able to facilitate a 


discussion among students.  You may want to research the companies on 
the Internet and gather their mission statements.  [Activity 1] 


Complete a What’s the Business Definition? worksheet to be able to 
facilitate a discussion among students.  [Activity 2] 


Draft your own version of the business definition for the business your 
students will be running at school.  In addition, you may want to conduct a 
Competitive Advantage Analysis so you can offer suggestions to your 
students.  [Activity 3] 


Gather large post-it note or flipchart paper and colorful markers.  [Activities 
3 and 5] 


Review the Mission Statement Match answer key and draw your own 
conclusions about which company’s mission statement is most effective.  
[Activity 4] 


Draft your own version of the mission statement for the business your 
students will be running in the school.  [Activity 5] 


Complete a Looking for Answers worksheet to be able to guide your 
students in arriving at the appropriate answers.  [Activity 6]  


Establish the Framework for Learning 
 Write the following statement on the board: “He who fails to plan, plans to fail.”  


Ask students to consider why it is important to an entrepreneur’s success to plan. 
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[Many small business experts believe that a business plan is the very backbone 
of every business.  By developing a business plan, an entrepreneur can 
determine whether or not a business idea is workable.] 


 Ask students to pull out a piece of paper and a pencil.  Pose the question: What 
activities, classes and tasks do you do better than your friends or family 
members?  Have students write down their very first responses to the question. 


 Pose the question: What activities, classes and tasks do your friends or family 
members do better than you?  Have students write down their very first 
responses to the question. 


Develop the Learning 
Discussion 


 Suggest to students that defining a business is part of every entrepreneur’s plan 
for success.  Entrepreneurs must develop a competitive strategy for their 
business and the business definition is one of two components that make up a 
competitive strategy. 


 Ask students to identify the other component.  [A competitive strategy is made up 
of A) the business definition (what the business is all about), and B) the 
competitive advantage (why the business is expected to succeed in the 
marketplace).] 


Activity 1: Define a Business 
 Suggest that before an entrepreneur can open a business, he/she needs to be 


able to define what the business is.  The business definition goes beyond the 
business idea—it actually describes what the business is all about. 


 Divide students into small groups of 3-5.  Direct students to the What’s the 
Business worksheet in their Student Guide.  Review the directions and explain 
that students will have 7-9 minutes to complete the worksheet in their small 
groups. 


 While students are completing the worksheets, write the names of the 
businesses on the board.  Allow room to write the students’ responses regarding 
the business definition next to each business. 


 When students have completed their worksheets, ask for a volunteer to share 
his/her group’s response to the first business listed.  Write the group’s response 
on the board.  Ask the other groups to check their responses against the one on 
the board.  Engage students in a discussion about what the “best” definition for 
the business might be. 


 Continue in this same manner until all of the businesses have a “best” definition 
listed. 


Discussion 
 Ask students to review the business definitions listed on the board.  Can they 


identify any common elements between the definitions? 
 Explain that according to The National Foundation for Teaching 


Entrepreneurship, a business definition should have three elements: 
o The Offer: What does the business sell?  What products and services 
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does the business bring to the marketplace and at what price? 
o The Target: Which segment of the consumer market is the business 


aiming to serve? 
o The Delivery: How will the business provide its offer to its target market? 


Activity 2: What’s the Business Definition? 
 Ask students to stay in their small groups.  Direct students to the What’s the 


Business Definition? worksheet in their Student Guide.  Review the directions 
and explain that students will have 15-18 minutes to complete the worksheet in 
their small groups. 


 When students have completed their worksheets, check for students’ 
understanding by randomly selecting groups to share their responses.  


 Encourage discussion to ensure that students are comfortable with the concept 
of a business definition. 


Discussion 
 Remind students that a business’s competitive advantage comes from knowing 


your customers, knowing your competitors and creating a strategy to beat the 
competition. 


 Explain to students that you have to discover how your competitors have defined 
their businesses and what they consider to be their respective competitive 
advantages. 


 Write the acronym, USP on the board.  Ask students if anyone knows what USP 
stands for.  [USP = unique selling proposition.  By analyzing your competitors’ 
offers, you can identify what is unique about yours.  You can determine what it is 
about your offer that your competitors are not able to match or will not match.] 


 Ask students what else their business might need besides a unique selling 
proposition to ensure they have a competitive advantage.  Suggest that the 
answer has to do with cost.  [To ensure a competitive advantage, a business 
must have a cost structure that allows for a profit when all of the costs of doing 
business are deducted from the revenue.] 


 Ask students if they can list at least four sources of competitive advantage. 
[There are six sources of competitive advantage: quality, price, location, 
selection, service and speed/turnaround.] 


Activity 3: Competitive Advantage Analysis 
 Divide students into small groups of 3.  Direct students to the Competitive 


Advantage Analysis worksheet in their Student Guide.  Explain that this activity 
has two parts: creating a business definition for the business they are going to be 
running at school, and conducting research about their competitors to figure out 
why they do what they do and to identify their competitive advantages.  Allow 20-
30 minutes for students to complete the business definition in class.  Assign a 
deadline for students to complete their research. 


 When students have completed defining the business, provide each group with a 
large piece of paper (large post-it note or flipchart page) and a marker.  Ask each 
group to write its business definition on the paper and post it in the classroom for 
everyone to see.  Assign a number or letter to each group and have them note 
their assigned number or letter on the page for later reference. 
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 Encourage students to move about the room and read each of the definitions.  
Ask students to “vote with their feet” by having them stand in front of the 
business definition they consider to be the most accurate.  Remind students that 
the business definition is a core component of their competitive strategy. 


 Review the winning business definition.  Allow students to offer suggestions to 
tweak the definition until everyone feels comfortable with it.  Congratulate 
students on a job well done. 


 Make certain that each student writes the winning business definition on his or 
her worksheet.  


 Remind students of the assigned deadline for completing the second part of the 
worksheet—the research about their competitors. 


 Emphasize the importance of determining their Unique Selling Proposition (USP) 
following the competitor research.  Suggest that when students meet as a group 
to share their research, they’ll have the opportunity to select the USP that best 
fits the in-school business. 


Discussion 
 Ask students if they can define the term, “mission statement.”  


[Entrepreneur.com defines mission statement as: A sentence describing a 
company's function, markets and competitive advantages; a short written 
statement of your business goals and philosophies.] 


 Suggest to students that a mission statement is a concise way to communicate 
your business strategy.  A mission statement should convey your business 
definition and your competitive advantage. 


 Share the following comments about mission statements: 
o “Mission statements help clarify what business you are in, your goals and 


your objectives,” says Rhonda Abrams, author of The Successful 
Business Plan: Secrets and Strategies. 


o “The mission statement should be a concise statement of business 
strategy and developed from the customer's perspective and it should fit 
with the vision for the business,” states Jay Ebben, PhD in a recent article 
in Inc. magazine. 


o Peter Drucker, management guru, says the mission should "fit on a T-
shirt," yet a mission statement is not a slogan.  It is a precise statement of 
purpose. 


o “A mission statement should say who your company is, what you do, what 
you stand for and why you do it,” suggests Paul Hawken, founder of Smith 
& Hawken. 


o “…it will be a guide for every decision you make.  It should capture your 
passion for the business and your commitment to satisfying your 
customers,” according to Steve Mariotti, founder of the National 
Foundation for Teaching Entrepreneurship. 


Activity 4: Mission Statement Match 
 Direct students to the Mission Statement Match worksheet in their Student 


Guide.  Review the directions and check for students’ understanding.  Explain 
that students will have 7-9 minutes to complete their worksheets independently. 
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 When students have completed their worksheets, divide the class into small 
groups of 3-5.  Have students compare their responses and ask them to reach 
consensus on the final response from the group.  Compare the correct matches 
with the students’ answers. 


Discussion 
 Engage students in a discussion about the mission statements and whether or 


not the mission statements meet the definition discussed earlier. 
 Remind students that the best mission statements summarize a business 


strategy to use competitive advantage to satisfy customer needs. 
Activity 5: Writing the Mission Statement 


 Ask students to get back in the same group they were assigned during Activity 3: 
Competitive Advantage Analysis. 


 Direct students to the Writing the Mission Statement worksheet in their Student 
Guide.  Review the directions and explain that students will have 18-20 minutes 
to develop a mission statement for the business they will be running at school.  
(Allow for more time if students are struggling with developing their mission 
statements.) 


 When students have completed developing the mission statement, provide each 
group with a large piece of paper (large post-it note or flipchart page) and a 
marker.  Ask each group to write its mission statement on the paper and to post it 
in the classroom for everyone to see.  Assign a number or letter to each group 
and have them note their assigned number or letter on the page for later 
reference. 


 Encourage students to move about the room and read each of the mission 
statements.  Ask students to “vote with their feet” by having them stand in front of 
the mission statement they consider to be the best for their business.  Remind 
students that the mission statement is a concise way to communicate your 
business strategy.  A mission statement should convey your business definition 
and your competitive advantage. 


 Review the winning mission statement.  Allow students to offer suggestions to 
tweak the definition until everyone feels comfortable with it.  Congratulate 
students on a job well done. 


 Make certain that each student writes the winning mission statement on his or 
her worksheet. 


Discussion 
 Ask students to review their answers to the questions posed at the beginning of 


the lesson—What activities, classes and tasks do you do better than your friends 
or family members?  What activities, classes and tasks do your friends or family 
members do better than you?   


 Ask for volunteers to share their answers and the reasons why they think they 
can do some things better.  Ask students to share their strategies that help them 
succeed. 


 Suggest that every strategy includes tactics or specific actions.  Successful 
entrepreneurs take the time to work out all the details of their business before 
they ever serve their first customer.  They do so by writing a business plan. 
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 Explain that the Small Business Administration has identified at least four useful 
purposes for an effective business plan: 
1. It helps entrepreneurs focus their ideas.  It also helps to determine whether a 


business idea is feasible. 
2. It creates a track for management to follow in the early stages of the 


business. 
3. It creates benchmarks against which the entrepreneur and management can 


measure progress. 
4. It provides a vehicle for attracting capital to help finance the business. 


 Suggest that as entrepreneurs work on their plan, they are actually figuring out 
how to make their businesses work.  They are considering what their actual 
products and services are, how much to charge, what their costs are, how to 
market and more. 


Activity 6: Looking for Answers 
 Direct students to the Looking for Answers worksheet in their Student Guide. 


(Depending upon the amount of classroom time available, you may decide to 
have students work in groups to complete the worksheet during class; assign the 
worksheet as independent homework and then share responses in class in 
groups; or assign the worksheet as a group homework project.) 


 Review the directions and check for students’ understanding.  Communicate the 
process and deadline. 


 When students have completed their worksheets, ask students to write their 
names on the worksheets before handing them in.  Make copies of each 
worksheet for class distribution. 


Discussion 
 Ask students to compare each group’s responses.  Have students identify 


commonalities.  Have students identify differences and engage students in a 
discussion to resolve those differences. 


 Remind students that the agreed-upon answers to the questions will be the 
beginning of the business plan for the business they will be operating in school.  
The answers will guide the initial business operation. 


Summarize the Learning 


 Emphasize that every business needs a mission or strategy that includes the 
business definition and the competitive advantage. 


 Encourage students to consider competitive advantages for their business such 
as: student-run, convenient location (on school grounds), price, customer-
perceived weaknesses in competitor’s products and opportunities to collaborate 
with competitors. 


 Remind students that every business needs to have a plan—or without a plan, 
that same business should plan to fail. 


Enrich the Learning 
 Business Definition.  Ask students to select five local businesses and create a 
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business definition for each one.  Direct students to the Business Definitions 
worksheet in their Student Guide.  Assign a deadline for completion. 


 
 Personal Mission Statement.  Encourage students to create their own personal 


mission statement.  Explain that just as successful businesses create a mission 
statement, so do many successful individuals.  Direct students to the My 
Personal Mission Statement worksheet in their Student Guide.  Review the 
instructions and check for students’ understanding.  Assign a deadline for 
completion. 


 
 Competitive Advantage Research Journal/Envelope.  Explain to students that 


successful businesses pay close attention to their competition by visiting their 
stores, reading the newspaper, listening to their radio and television ads, and 
more.  Assign students the task of keeping a weekly Competitive Advantage 
Research Journal/Envelope.  Suggest that the journal can contain reflective 
observations, newspaper articles, printed information from the Internet, questions 
that should be asked to stay ahead of the pack, results from “mystery shopping” 
activities, and comments from customers of the students’ business.  Explain that 
on any day without prior notice you may ask a student to share an item form 
his/her journal/envelope. 
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Mission Statement Match 
(Answer Key) 


 
Directions: Read each mission statement and place the number of the statement in the space next to the 
name of the company that matches the mission statement. 
 


Mission 
 


Company 


1. To be the world's best quick service 
restaurant experience.  Being the best means 
providing outstanding quality, service, 
cleanliness and value, so that we make every 
customer in every restaurant smile. 
 


 
 


__8__       Dow Chemical Company 
 
 


2. To enable and inspire customers to enjoy 
the daily pleasure of _______ by providing a 
distinctive, superior product, superior coffee 
and tea, knowledge and superior service to 
every customer, every day. 
 


 
__1__        McDonald’s 


 
 


 
3. To provide the highest level of service, the 
broadest selection of products and the most 
competitive prices. 
 


 
__5__        Denny’s 


4. To give ordinary folk the chance to buy the 
same thing as rich people. 
 


 
__9__        Peet’s Coffee & Tea 


5. To profitably grow the company by providing 
our guests with great food, service and 
hospitality in a clean, comfortable restaurant, 
24 hours a day. 
 


 
__6__        Office Depot   


6. To be the most successful office products 
company in the world. 
 


 
__2__        Starbucks 


7. To make people happy. 
 


__4__        Wal-Mart 
 


8. To constantly improve what is essential to 
human progress by mastering science and 
technology. 
 


 
__3__         Home Depot 


 


9. To establish our company as the premier 
purveyor of the finest coffee in the world while 
maintaining our uncompromising principles as 
we grow. 


 
__7__         Walt Disney 
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Unit 4: Section 2 


Your Marketing Mix 
 


“Quality in a product or service is not what the supplier puts in.  It is what the customer 
gets out and is willing to pay for.  A product is not quality because it is hard to make and 
costs a lot of money, as manufacturers typically believe.  This is incompetence.  
Customers only pay for what is of use to them and gives them value.  Nothing else 
constitutes quality.”   – Peter Drucker, American (Austrian-born) management writer 


 


Overview 
Students learn how to develop a successful marketing mix for their in-school business 
and discover the basic principles of pricing. 


Key Objectives 


Students will be able to: 
 Discuss the four steps involved with developing a marketing plan 
 Identify the four marketing strategies that make up the mix 
 Create the first three elements of a marketing mix for their in-school business 
 Price the products or services of their business using various methods 


Preparation 
Review the lesson and map out your own timeframe. 
 If you assigned the research portion of the Competitive Advantage 


Analysis worksheet, be prepared to allow time for students to share 
their findings and discuss them as a class.  Note: Allow time for students 
to discuss the Unique Selling Proposition (USP) so they can reach 
consensus about their in-school business USP.  [4.1 Business Definition, 
Activity 3] 


Complete the Developing a Marketing Plan, Steps 1 and 2 worksheets 
to prepare for class discussion.  [Activity 1] 


Complete the Developing a Marketing Plan, Steps 3a and 3b 
worksheets to prepare for class discussion.  [Activity 2] 


Review the Price Match Answer Key and write down additional 
examples to assist in explaining the nine different pricing strategies.  
[Activity 3] 


Complete the Developing a Marketing Plan, Step 3c worksheet to 
prepare for class discussion.  Be ready to guide the discussion to ensure 
appropriate products and pricing.  [Activity 4] 


Review the Promotion Commotion worksheet and set a deadline for 
completion.  [Activity 4]  
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Establish the Framework for Learning 


 Ask students to list at least five television ads they consider effective in grabbing 
the public’s attention.  Divide students into small groups of 3-5 and ask students 
to share their lists.  In addition, have students explain what makes the ads so 
effective. 


 Have students discuss the following question in pairs: From what clothing store 
do they prefer to buy most of their clothes, and why?  Ask for volunteers to share 
their consumer preferences. 


Develop the Learning 
Discussion 


 Ask students how they are going to communicate their competitive advantage to 
their customers.  [Marketing.  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.] 


 Ask students to explain the term, “market-driven,” as in, “To be successful, an 
entrepreneur must be market-driven.”  [According to the Hindu Business Line, 
Being market-driven gives the company an external focus and an understanding 
of market dynamics and consumer needs.  It also allows it to identify business 
opportunities and capitalize on them.”  An entrepreneur who is market-driven 
focuses on convincing the customer that his/her product or service offers the 
benefits that the customer is seeking better than any other product or service on 
the market.] 


 Ask students if they remember the Four Ps of marketing —list them on the board 
as students name each one.  [Product, Place, Price and Promotion.] 


 Remind students that the Four Ps are the basic elements of every marketing 
plan.   


Activity 1: Developing the Marketing Plan 
 Suggest to students that there are four steps to developing a marketing plan:  


1) Consumer analysis, 2) Market analysis, 3) Development of a marketing 
mix of the Four Ps, and 4) Break-even analysis. 


 Divide students into small groups of 3-5.  Direct students to the Developing a 
Marketing Plan, Steps 1 and 2 worksheets in their Student Guide.  Review the 
directions and check for students’ understanding.  Allow 20-25 minutes for 
students to complete their worksheets. 


 When students have completed their worksheets, ask each group to share their 
responses.  Facilitate a discussion that allows consensus to be reached 
regarding the answers to the questions:  Who is the customer?  Who is the target 
market? 


Discussion 
 Define marketing mix: the blending of the 4 marketing elements of product, 
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place/distribution, price and promotion used to reach a target market. 
 Emphasize that once the students have determined what kind of business they 


are going to run, they need to make decisions about the products or services 
they are going to offer. 


 Remind students that the product or service should meet or create a consumer 
need.  The combination of different products or services they sell is a product 
mix. 


 Ask students if they can think of anything else that is part of the product. [Product 
features, such as color, size, quality, hours, delivery and return policy, are an 
important part of the product.  Packaging must also be considered.  Even if the 
customer ultimately throws away the box, cup, container or wrapper in which 
your product was delivered, it’s still an important part of the product.  Packaging 
can make your product stand out from the rest.] 


 Ask students to explain the term, positioning.  [Positioning is placing a product 
in a certain market to get a desired customer response.  Many businesses hire 
agencies to position their products in films so that moviegoers will associate the 
product with the actor or the film and may be more inclined to purchase the 
product as a result.] 


 Explain that place or distribution is the second component of the marketing 
mix.  If the student-run business is going to be a retail business, ask students to 
think of various ways they can distribute their products.  List the students’ 
responses on the board.  [Responses should include: staying open during hours 
that are convenient for consumers, partnering with other departments in the 
school such as the athletic or theater departments to offer products at after-
school functions, using fliers or the Internet to reach customers who live outside 
of the school or taking orders by phone or fax.]  If the student-run business is 
going to offer a service, explain that service businesses have only one direct 
channel of distribution because the service is produced and consumed at the 
same time. 


Activity 2: Developing the Marketing Plan, cont. 
 Have students continue working in their small groups and direct them to the 


Developing a Marketing Plan, Steps 3a and 3b worksheets in their Student 
Guide.  Review the directions and check for students’ understanding.  Allow 12-
15 minutes for students to complete their worksheets. 


 When students have completed their worksheets, ask each group to share their 
responses.  Facilitate a discussion that allows consensus to be reached 
regarding the answers to the questions:  What are the products or services your 
business will sell?  How will you package your products?  What channels of 
distribution will you use to sell your products? 


Discussion 
 Ask students to think about their own personal buying habits.  Pose the question: 


What part does price play in your decision to buy or not buy something?  Ask for 
volunteers to share their thoughts and ask them to explain their answers. 


 Suggest that the product should be priced low enough so that customers buy it 
from you, and high enough so that revenue exceeds expenses and you make a 
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profit. 
 Explain that before you develop your pricing strategy, you need to determine 


your pricing objectives.  Ask students to name at least three pricing objectives 
and list the students’ responses on the board.  If the students’ responses are 
missing a few objectives, fill in with the examples and create a complete list on 
the board.  [Examples of pricing objectives include:  


o Attract customers 
o Discourage competition 
o Increase profits 
o Maximize sales 
o Maintain an image 
o Return on investment 
o Obtain market share.] 


 Conduct a poll by asking students to select the one pricing objective they feel 
should be used to determine the pricing strategy for their in-school business.  
Encourage discussion and facilitate consensus decision-making to arrive at one 
pricing objective.  Highlight the selected pricing objective on the board. 


 Write the following pricing strategies on the board:  
o Value  
o Demand-based  
o Cost-based  
o Keystoning 
o Penetration 
o Skimming 
o Competition-based 
o Psychological 
o Promotional 


Activity 3: Price Match 
 Divide students into small groups of 3-5.  Direct students to the Price Match 


worksheet in their Student Guide.  Review the directions and check for students’ 
understanding.  Allow 9-11 minutes for students to complete their worksheets. 


 Check students’ answers by randomly selecting a group to share their match as 
you read through the descriptions.  Make certain that each group notes the 
correct match on their worksheet. 


 Take time to review each of the pricing strategies and use examples whenever 
possible to ensure students’ understanding. 


Discussion 
 Ask students if pricing a service is different than pricing a product.  [Pricing a 


service requires you to consider not only the cost of any items used in providing 
the service, but also how much time is involved in providing the service and 
anything that is included in the service.] 


 Suggest that there are two other pricing strategies for service providers: time-
based and bundling. 


 Ask students to explain what time-based pricing means.  [You can determine 
the price to charge for services by the amount of time it takes to complete a 
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service.  An electrician may charge $125/hr, and if it takes the electrician 2½ 
hours to complete the job, he/she would charge $125 x 2.5 = $312.50.  The 
electrician must decide whether there will be a separate charge for the materials 
or if materials will be included.] 


 Ask students to provide examples of bundling.  [Service providers can bundle or 
combine services for one price instead making the customer pay for each 
individual part of the service.  Airlines used to bundle their services to include 
ticketing, baggage handling, check-in and meals in the price of the ticket.  Now, 
many airlines have unbundled their services and charge separate prices for 
meals and ticketing.] 


Activity 4: Developing the Marketing Plan, cont. 
 Have students continue working in their small groups and direct them to the 


Developing a Marketing Plan, Step 3c worksheet in their Student Guide.  
Review the directions and check for students’ understanding.  Allow 20–30 
minutes for students to complete their worksheets. 


 When students have completed their worksheets, check to be sure that each 
group checked off the correct pricing objective.  Remind students that the class 
previously agreed upon the pricing objective. 


 Ask each group to share which pricing strategy the group chose and list the 
choices on the board.  If there is not consensus, discuss the reasons for the 
choices and guide students to the most appropriate strategy that meets the 
pricing objectives. 


 Provide each group with a large post-it note or a flipchart page and markers.  
Have each group write their pricing strategy on the top of their page.  Ask 
students to transfer their list of products and prices to the paper.  Provide a 
space in the classroom to post each piece so that everyone can see the pages. 


Discussion 
 Have students compare the product and price lists posted by each group.  Allow 


time for students to discuss the merits of the chosen strategies and 
corresponding products and prices. 


 Review the pricing objectives and ask students if the chosen strategies and the 
prices listed will enable the business to meet the objectives.  If not, why not? 


 Establish the product and price list for the in-school business.  Record the price 
objectives, pricing strategy and product/price list for future reference and to use 
in subsequent lessons. 


 Ask students which of the Four Ps of the marketing mix are missing.  
[Promotion.] 


 Explain that students will focus on promotion during the next class period.  
Direct students to the Promotion Commotion worksheet in their Student Guide. 
Review the directions and check for students’ understanding.  Assign a deadline 
for students to complete the worksheet. 


Summarize the Learning 
 Emphasize that a market-driven company views everything from the perspective 


of the customer.  All the company’s business decisions are based on the market. 
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 Remind students that marketing is how the company communicates its 
competitive advantage.  It is also how the company lets people know that it has 
something to offer. 


 Encourage students to pay attention to the marketing mix of their favorite 
companies.  Suggest that they become “analysts” and critique their company’s 
effectiveness. 


Enrich the Learning 


 Mystery Shopping.  Encourage students to analyze three different businesses 
within the same industry.  Direct students to the Mystery Shopper worksheet in 
their Student Guide.  Assign students to different groups of businesses listed to 
avoid all of the students visiting the same businesses.  Ask students to create a 
5-minute presentation utilizing a table or graph to compare the three businesses. 
Encourage students to be creative in their delivery of the information.  Assign a 
completion deadline. (Note: This activity is well suited for a three-person group 
project.) 


 
 Choose Me!  Have students write a five-paragraph essay detailing the reasons 


they recently purchased a particular product.  Direct students to the Choose Me! 
worksheet in their Student Guide and assign a completion deadline. 


 
 Competitive Advantage Research Journal/Envelope.  Remind students that 


you will be randomly checking their journal/envelopes sometime in the next few 
days. 
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Price Match 
(Answer Key) 


 
Directions: Review the descriptions below and match them to the correct pricing strategy term.  Place the 
letter of the description that best matches the pricing strategy on the line next to the strategy. 
 


Description Pricing Strategy 
A. This approach is used when the company 
wants the customer to respond on an emotional 
basis.  For example, “price point perspective” 
uses prices like $9.99, not $10.00. 
 


 
__H__  Skimming 


B.  The price charged for products and services is 
set artificially low in order to gain market share. 
Once this is achieved, the price is increased.  
The Japanese used this method to dominate the 
VCR market. 
 


 
 
__D__  Promotional 
 
 


C.  Potential customers are surveyed to discover 
what they would be willing to pay for the product. 
The highest price identified is the highest price 
that can be charged. 
 


 
 
__F__  Competition-based 


D. Approaches such as “Buy One Get One Free” 
 


__G__  Keystoning 


E. Finding the balance between quality and price 
that will give customers the value they seek.  This 
pricing approach is not the same as setting the 
cheapest price. 
 


 
 
__A__  Psychological 
 


F. This approach either meets or beats the 
competition. 
 


 
__E__  Value 


G. Doubling the wholesale price to arrive at a 
retail price. 
 


 
__I__   Cost-based 


H. This approach seeks to charge a high price 
during a product’s introductory stage, when it’s 
new and there is little or no competition. 
 


 
__C__  Demand-based 
 


I.  Price is determined by using the wholesale 
cost of an item as the basis for the price charged. 
Choices are a markup price or a markdown price. 
Businesses usually use a set percentage to 
determine the markup or markdown price. 


 
 
__B__  Penetration 
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Unit 4: Section 3 


Promotion 
 


"The greatest thing to be achieved in advertising, in my opinion, is believability, and 
nothing is more believable than the product itself."  - Leo Burnett, advertising executive  
 


Overview 
Students will examine various forms of advertising, discover the differences between 
advertising and publicity and create a promotion strategy for their in-school business. 


Key Objectives 


Students will be able to: 
 Explain the difference between advertising and publicity 
 List a variety of media to use to promote a business 
 Write a press release 
 Develop a promotion strategy to communicate with their target market 


Preparation 
Review the lesson and map out your own timeframe. 
Gather different forms of advertising, such as: a magazine ad, a catalog, 


an item of clothing with a company logo, a shopping bag with a store 
name, a direct mail flyer and an online banner ad printout.  [Establish the 
Framework] 


Review the TV, Radio, Newspaper, Magazine Ads: Pros and Cons 
Answer Key and add any of your thoughts.  [Activity 1] 


Complete a Which Media? worksheet so you can guide students to the 
appropriate media options for their in-school business.  [Activity 2] 


Review the How to Write a Press Release information page and the 
Sample Press Release, and write a press release using the Have I Got 
News! worksheet for practice.  [Activity 3] 


Complete the Developing a Marketing Plan, Step 3d worksheet to 
prepare for the class discussion.  [Activity 4]  


Establish the Framework for Learning 
 If you assigned the Promotion Commotion worksheet, ask students to share 


their ideas before handing in the worksheet. 
 Ask students to list on a piece of paper all the different ways they receive 


messages about products from businesses.  When students have completed 
their lists, randomly select students to share one item from their list as you write 
the item on the board.  Continue around the room until every student’s list has 
been exhausted. 
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 Show students several different forms of advertising, such as: a magazine ad, a 
catalog, an item of clothing with a company logo, a shopping bag with a store 
name, a direct mail flyer and an online banner ad printout.  Ask students to think 
of three reasons that businesses advertise.  [Responses might include: to create 
a positive impression, to create a demand for their products or services or to 
inform people about their company and/or product.] 


Develop the Learning 
Discussion 


 Define advertising: The activity of attracting public attention to a product or 
business, as by paid announcements in the print, broadcast or electronic media. 


 Define publicity: Attempting to manage the public's perception of a subject by 
seeking favorable media coverage. 


 Ask students to explain the difference between advertising and publicity.  
[Advertising costs money; publicity is free.] 


 Explain that together, advertising and publicity are called promotion.  Remind 
students that promotion is the fourth element of the marketing mix (Four Ps). Ask 
students to name the other three elements.  [Product, Place and Price.] 


Activity 1: TV, Radio, Newspaper, Magazine Ads: Pros and Cons 
 Divide students into small groups of 3-5.  Direct students to the TV, Radio, 


Newspaper, Magazine Ads: Pros and Cons worksheet in their Student Guide. 
Review the directions and check for students’ understanding.  Allow 12-15 
minutes for students to complete the worksheet. 


 When students have completed their worksheets, review the students’ responses 
by asking each group to share their thoughts about each medium.  First, review 
television and be sure to add your own comments and check for responses that 
match the TV, Radio, Newspaper, Magazine Ads: Pros and Cons Answer 
Key.  Next, review radio in the same manner, then newspaper and finish with 
magazine. 


Discussion 
 Suggest to students that television, radio, newspaper, and magazine are the four 


major forms of advertising.  However, there are many forms of advertising media 
that businesses can use. Encourage students to take note of them as you review 
the list below.  (Refer back to the list on the board that the students came up with 
at the beginning of class as you share additional advertising media with students 
and make a check mark next to the media on the board that matches with the 
media you are mentioning.) 


o Banner ads – found on websites 
o Billboards – usually located in highly visible places 
o Brochures – can be placed in a variety of places or handed out to potential 


customers  
o Bus stops – messages on benches or posted inside shelters 
o Business cards – must include your name, title, name of business, all 


contact information, plus a snappy statement about the benefit of doing 
business with you 
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o Direct mail – whenever you make a sale, get your customer’s name, 
address, phone, fax, and email address so you can send updates, special 
discounts and surveys 


o Directories – telephone directory listings are inexpensive and long lasting; 
if you join a Chamber of Commerce, you’ll automatically be part of the 
Chamber’s directory 


o Discount coupons – consider giving them out to both new customers (to 
introduce your business) and long-time customers (to reward them and 
discourage them from going to your competitor) 


o Flyers – inexpensive one-page handouts you can post around school and 
your community 


o Freebies – key chains, pencils, letter openers, etc. – don’t go too cheap 
and make sure the item has your business name, website, phone number 
or some way to contact you 


o Promotional clothing – why not become a walking advertisement for your 
business by wearing caps or t-shirts printed with the name of your 
business? 


o Promotional items – offer reusable cups or coffee mugs printed with your 
business name or give away sturdy shopping bags for re-use that are 
printed with your company information 


o Samples or demonstrations – offer samples to potential customers 
passing by or take samples to an event where there are lots of people 


o Special events - stage a grand opening for your business or stage events 
that align with calendar dates like Super Bowl Sunday, Valentine’s Day, 
St. Patrick’s Day, Spring Break, Finals Week, and so on 


o Special Offers – examples include: “The sixth person to buy a muffin, gets 
a free soda,” or “Buy a reusable mug and get your first refill free,” or “Buy 
one bag of chips and get a second bag free” 


o Team sponsorship – sponsor a local sports team and get your name out in 
the community 


o Transit ads – put your ads on public transportation – bus, light rail, train, 
subway 


o Website – create your own business website or partner with another 
business or organization and add your own page  


 Ask students if they can think of any other media that is available to them 
specifically because they are running a business in the school.  [School 
announcements over the intercom, Parent-Teacher conferences, Back-to-School 
Night, athletic events and printed programs, school newspaper, school plays and 
printed programs, school website…] 


Activity 2: Which Media? 
 Divide students into small groups of 3-5.  Direct students to the Which Media? 


worksheet in their Student Guide.  Review the instructions and check for 
students’ understanding.  Allow 18-20 minutes for students to complete their 
worksheets. 


 When students have completed their worksheets, distribute a large post-note or 
flipchart page and have each group list their media selections in rank order.  Ask 
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each group to present their rankings and then post their page in the classroom 
for everyone to see. 


Discussion 
 Ask students to discuss the differences in the rankings (if any) and consider each 


group’s viewpoint. 
 Facilitate a discussion that helps students reach consensus regarding the top five 


advertising media they want to use to promote their in-school business. 
 Record the students’ final top five media choices for future reference.  (Students 


will need this information to complete their marketing plan.) 
 Ask students if they think publicity is more valuable than advertising and why or 


why not.  [According to Bill Stoller, a professional publicist, “Advertising is clearly 
understood by the audience as coming directly from the sponsoring business 
and, as a result, is usually taken with a grain of salt.  An article initiated (or 
"placed") by publicity efforts is viewed as the product of the reporter who wrote it 
- an objective, third party observer whose positive comments about your 
business will carry great weight.”  Publicity will provide your business with 
credibility.] 


 Ask students if they can think of any disadvantage to publicity that advertising 
does not share.  [You cannot control what the media says about you or your 
business.  On the other hand, you can say exactly what you want in an 
advertisement.] 


 Suggest that there are two ways to get publicity: pitch letters and press 
releases.  The letter “pitches” or sells your story.  It suggests to the person 
reading the letter why he or she should be interested in your business.  Many 
print, radio and television journalists may be interested in entrepreneurs who are 
high school students.  A high school-run business could be a great story.  A 
press release should provide factual information that can be used by a journalist 
as the basis for an article, or a radio or television story.  


 Explain further that a press release announces the who, what, when, where and 
why of an event or an announcement.  The pitch letter lets you explain the story 
behind the press release and why it would be interesting to the media’s readers, 
viewers or listeners. 


Activity 3: Have I Got News! 
 Assign each student a partner with whom to work.  Direct students to the How to 


Write a Press Release information page in their Student Guide.  Start with one 
student and ask him/her to read the first step aloud.  Work through the page by 
calling on students to read aloud until all steps have been read.  Review the tips 
and warnings at the bottom of the page.  Answer any questions students have 
regarding the instructions for writing a press release.  Note that the term media 
release is also commonly used instead of press release. 


 Direct students to the Have I Got News! worksheet in their Student Guide.  
Review the instructions and check for students’ understanding.  Instruct students 
to use the Sample Press Release as a reference.  Allow 20-25 minutes for 
students to complete their worksheets. 


 Assign a deadline for each press release to be turned in, in a professional, typed 
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format.   
Discussion 


 Ask students if they can think of any other ways to obtain publicity besides using 
a pitch letter or a press release.  [Other ideas might include: writing a feature 
article for a newspaper or newsletter; submit a captioned photo of your 
company’s new product, location or employees; call a press conference; seek 
interviews; participate in community activities that benefit others.] 


 Pose the question: Is it important to have a promotion strategy?  Ask students to 
explain their answers.  [Potential customers rely on a company’s promotion 
strategy to describe the company’s products’ characteristics, benefits and 
availability.  A company’s promotion creates the company’s image and can 
determine the company’s chances for success.] 


Activity 4: Developing a Marketing Plan, Step 3d 
 Remind students that they have been working on developing the marketing plan 


for their in-school business.  To date they have completed their consumer 
analysis, market analysis and the first three elements of the marketing mix. 


 Explain that it’s time to finish up the fourth element of the marketing mix, 
promotion.  Have students assemble in the same groups they have been in while 
working through the marketing plan.  Direct students to the Developing a 
Marketing Plan, Step 3d worksheet in their Student Guide.  Review the 
instructions and check for students’ understanding.  Allow 18-20 minutes for 
students to complete their worksheets. 


 Ask each group to share the next steps for each of the top five advertising media. 
 Discuss the merits of each group’s responses and determine how the students 
are going to move forward with their promotion strategy.  (Depending on the 
number of groups, you could assign one advertising media to each group.) 


Summarize the Learning 


 Emphasize that no matter how hard a business works on its products, 
place/distribution and price, it will not succeed if customers don’t know about the 
business.  Promotion is key to making customers aware of the benefits of buying 
from a business. 


 Remind students that there are many advertising media available, but they must 
consider their target market and the costs associated with each medium. 


 Encourage them to consider the story behind their in-school business since 
young entrepreneurs are of interest to most journalists. 


Enrich the Learning 
 Radio Advertisement. Working in groups of 3 or 4, have students create a 30-


second radio commercial for their in-school business.  Remind students to 
include the product or service offered, plus the name of the business, its location 
hours of operation and any other important information.  Students should record 
their commercials and be ready to play them for the class.  Assign a completion 
deadline. 
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 Rates Rates Rates.  Have students contact the local papers (school, community, 
local, state) and ask for their advertising rates.  In addition, have students select 
three radio stations to contact and have them ask for the station’s demographics 
and advertising rates.  Students should present their findings in a creative 
manner using graphs or tables.  They should also be prepared to make a 
recommendation regarding which media to use.  Assign a completion deadline. 


 
 Competitive Advantage Research Journal/Envelope.  Remind students that 


you will be randomly checking their journal/envelopes sometime in the next few 
days. 
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TV, Radio, Newspaper, Magazine Ads: Pros and Cons 
(Answer Key) 


 
Directions: Consider what you believe or know for certain about using television, radio, newspaper or magazine advertising to promote products or 
services.  Complete the table below. 
 


Medium Description Pros Cons 
Television 
 
 
 
 
 
 
 


Commercials are usually less than 
60 seconds in length and are aired 
during breaks in television 
programming.  


 Infomercials can last 30+ minutes 
and go into great detail about the 
product. 


Reaches millions of people every 
day. 


 Leader in national advertising. 
 Lets people see your product and 


hear your message. 
Can be used to reach mass 


national audiences or smaller local 
markets (cable channels). 


 


Cost – very expensive to produce a 
commercial; airtime is very 
expensive especially during prime-
time hours of 7-11 p.m.  A Super 
Bowl ad can cost millions of dollars. 


 Reaches too broad of an audience 
to be effective for most businesses. 


Radio 
 
 
 
 
 
 


Radio spots usually last less than 
60 seconds in length and are aired 
during breaks in the programming. 


 


 Less expensive than TV. 
 Allows you to target a geographic 


area and audience. 
 Stations will tell you their formats 


and listener demographics so you 
can match them to your target. 


Purely an audio message - cannot 
show your product visually. 


 Listeners may not remember what 
they heard. 


 Listeners may tune out the ads. 


Newspaper 
 
 
 
 
 


 Ads can be printed in a variety of 
sizes from full page to 1/32 of a 
page. 


 Reaches a large number of people 
in a targeted area. 


 Relatively inexpensive. 
 Ads can be placed on short notice. 
 Ads can generate immediate sales. 


 Not everyone who sees your ad will 
be interested in your business. 


 Ads have a short life span. 
 Newspapers carry so many ads 


that yours might get overlooked. 


Magazine Ads can be printed in a variety of 
sizes from full page to a business 
card size. 


Most magazines target specific 
customer interests. 


Magazines have a longer life than 
newspapers. 


Often passed from one person to 
another. 


Can reach unintended target by 
being placed in a doctor’s waiting 
room, etc. 


Usually more expensive than 
newspaper ads 


Ad files or artwork can be required 
6-8 weeks in advance. 


Most magazines are nationally 
distributed, which may be 
inappropriate for businesses 
confined to a local market 
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Unit 4: Section 4 


Break-Even Analysis 
 
“Any fact facing us is not as important as our attitude toward it, for that determines our 
success or failure." -- Norman Vincent Peale (b. 1898), American cleric and writer 
 


Overview 
Students will discover what break-even means to a business and how to use break-
even analysis to evaluate a marketing plan. 


Key Objectives 


Students will be able to: 
 Calculate break-even point 
 Calculate markups and markdowns 
 Review and revise a pricing strategy 
 Use break-even analysis to evaluate their marketing plan 


Preparation 
Review the lesson plan and map out your own timeframe. 
Review the What’s the Break-Even Point? Answer Key and make sure 


you are comfortable explaining the calculations.  [Activity 1] 
Review the Pricing Ups and Downs Answer Key in preparation for class 


discussion.  [Activity 2] 
Gather the figures needed to complete the Is the Price Right? worksheet 


and complete a worksheet of your own.  [Activity 3]  Note: Make sure that 
you have previously worked through the fixed costs, variable costs and sales 
price for the student-run in-school business.  If you and the students have not 
worked through these numbers, make time before Activity 3 to do so. 


Review the Developing a Marketing Plan, Step 4 worksheet and complete 
a worksheet of your own to provide guidance to students.  [Activity 4]  


Establish the Framework for Learning 


 Pose the question: Which goals are more important to meet—sales or profit 
goals?  Ask students to explain their answers.  [Most entrepreneurs would 
suggest that sales goals are more important because if there are no sales, there 
will be no profit.] 


 Ask students to draw up a list of all the items they purchased over the past two or 
three days.  Make sure they list the prices or the approximate prices for each 
item and then ask them to add up all the prices to arrive at a total amount of 
money spent over the past two or three days.  Next, ask them how many hours at 
$6 an hour they will need to work to cover those expenses.  Pose the real 
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question: Are the items purchased or the experiences worth that much of your 
working time? (Adapted from the National Foundation for Teaching Entrepreneurship.) 


Develop the Learning 
Discussion 


 Remind students that there are four steps to developing a marketing plan:  
1) Consumer analysis, 2) Market analysis, 3) Development of a marketing mix 


of the Four Ps and 4) Break-even analysis. 
 Explain that students have completed the first three steps and are now ready for 


the final step: break-even analysis.  A break-even analysis will answer the critical 
question: can the business afford the marketing plan? 


 Define break-even analysis: A calculation that determines the volume of sales 
required to earn a profit.  Assumptions regarding pricing, variable costs and fixed 
costs must be provided. 


 Ask students why they think businesses need to pay attention to their costs. 
[Answers should include: to make a profit, to avoid a loss, to make better 
decisions, to adapt to changing conditions, to track where the money is going 
and to operate the business more efficiently.] 


 Ask students what they think is meant by the term, “break-even point.”  [The 
break-even point is the volume of sales that must be made to cover all of the 
expenses.  According to the American Institute of Certified Public Accounts 
(AICPA), “A business is said to “break-even” when its revenue (sales in terms of 
dollars) exactly equals its expenses.  The importance of the break-even “point” 
lies in the fact that until the break-even point is reached, a company will incur a 
loss.  Thus, it can be said that a business will start to earn a profit only when 
sales (in units) exceed the break-even point.”] 


 Suggest that to calculate a break-even point, a business must know its total fixed 
costs, selling price per unit and variable cost per unit.  In addition, a business 
must know its volume of sales. 


 Ask students to list examples of fixed costs.  [USAIIRD = Utilities, salaries, 
advertising, insurance, interest, rent and depreciation.] 


 Remind students that fixed costs are not directly related to the volume of 
production.  Fixed costs remain the same regardless of the number of units the 
business produces.  [However, fixed expenses PER UNIT will vary according to 
the number of units produced.] 


 Ask students to list examples of variable costs.  [Materials, labor—costs that are 
directly related to the volume of production.] 


 Emphasize that total variable costs vary according to the number of units 
produced.  Total variable costs will increase as the number of units produced 
increases and conversely decrease as the number of units produced decreases. 
[Note that variable costs per unit remain constant.] 


 Write the formula for calculating the break-even point on the board: 
 


__________Total Fixed Costs___________    
Selling Price per Unit – Variable Cost per Unit 


= Break-Even Point 
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 Explain that the selling price per unit less the variable cost per unit is sometimes 


referred to as the profit per unit, but is really the contribution margin.  As the 
AICPA explains, “Until the break-even point is reached, the “profit” per unit 
contributes to paying the fixed costs, thus the term, contribution margin.” 


 Explain that if you want to determine the number of units that must be sold to 
earn a desired profit, you can use this equation: 


 
____________Desired Profit______________ 


       Selling Price per Unit – Variable Costs per Unit 
 
Activity 1: What’s the Break-Even Point? 


 Pair students with a partner.  Direct students to the What’s the Break-Even 
Point? worksheet in their Student Guide.  Review the directions and check for 
students’ understanding.  Allow 9-11 minutes for students to complete their 
worksheets. 


 Ask for volunteers to share their answers.  Review each pair of business’s 
financial data and discuss the students’ responses to the questions.  Check for 
accuracy and understanding. 


Discussion 
 Ask students what three figures an entrepreneur needs to know to determine the 


number of units he/she needs to sell to break-even.  [Fixed costs, variable costs 
and the selling price.] 


 Suggest that there are three common ways to lower a business’s break-even 
volume.  Ask students if they can name all or any of the three ways.  [1. Lower 
direct costs by purchasing materials at lower prices, controlling inventory and 
waste, or increasing the productivity of staff with better scheduling or technology. 
2) Exercise cost controls on your fixed expense, and lower the necessary total 
dollars—do so with caution and with an overall plan in mind.  Many businesses 
pull back on marketing efforts at the wrong time.  3) Raise prices.  Many 
entrepreneurs resist this action because they think business will fall off.  Unless 
the market is very price sensitive, most businesses can raise prices 4 to 5 
percent without much outcry.] 


 Ask students to explain the term, “markup,” and provide an example.  [Markup is 
the amount added to the cost of an item to cover expenses and ensure a profit.  
Businesses that purchase or manufacture goods for resale use markup pricing.] 


 Suggest that most business owners establish a standard percentage markup.  
Some use the average for their industry.  Others match their competitors’ 
markup.  Smart business owners estimate how much they will need per item sold 
to cover their expenses. 


 Write the following equations on the board: 
Cost + Markup = Price 


 
Price – Markup = Cost 


 


+ Break-Even Point = # of Units
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Price – Cost = Markup 
 Explain that once you understand the relationship between cost, price and 


markup, you can compute any one figure if you know the other two. 
 Ask students how to convert a markup figure to a percentage that can then be 


applied to any cost figure to arrive at a price.  [Markup ÷ Cost = Percentage 
Markup.  You decide that a $2 markup on a $6 cost is about right.  So, $2 ÷ $6 = 
.33, or 33 percent.  Now you can markup the $10 item using the 33 percent 
markup: $10 x 33 percent = $3.30.  So the total price would be $13.30.] 


 Ask students what a business can do if it wants to reduce its inventory.  [Lower 
prices, or markdown their merchandise.  Have a sale to encourage customers to 
buy.] 


 Write the following equations on the board: 
Price x Markdown Percentage = $ Markdown 


 
Price – Markdown = Sale Price 


Activity 2: Pricing Ups and Downs 
 Place students in pairs.  Direct students to the Pricing Ups and Downs 


worksheet in their Student Guide.  Review the directions and check for students’ 
understanding.  Allow 7-9 minutes for students to complete their worksheets. 


 Ask for volunteers to write their equations on the board and share their answers 
with the class.  Check for accuracy and review calculations as necessary. 


Discussion 
 Ask students what determines whether your business is profitable or loses 


money.  [The difference between your sales and your costs is the determining 
factor.  You can increase your profits on individual sales by increasing prices.  
You can also lower prices to increase sales volume.] 


 Ask students if they can think of any factors to consider before adjusting prices.  
[Competitors’ prices—make sure you know what your competitors are charging 
and how that relates to you.  Elasticity of your prices—raising your price slightly 
may cause a major change in demand if your prices are elastic, but if your prices 
are inelastic they will have very little impact on demand.] 


Activity 3: Is the Price Right? 
 Remind students that they have been working on developing the marketing plan 


for their in-school business.  To date they have completed their consumer 
analysis, market analysis and the marketing mix. 


 Explain that it’s time to finish up the fourth step in developing a marketing plan, 
break-even analysis.  Have students assemble in the same groups they have 
been in while working through the marketing plan during the previous two 
lessons. 


 Note: Students will need to have their fixed costs, variable costs and their selling 
price.  If students have not already determined their costs and selling prices, you 
will need to stop and take time to assist them.  They may have established their 
selling prices when they completed the Developing Your Marketing Plan, Step 
3c during the 4.3 Promotion lesson. 


 Direct students to the Is the Price Right? worksheet in their Student Guide.  
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Review the directions and check for students’ understanding.  Allow 20-23 
minutes for students to complete their worksheets. 


 Ask for a volunteer to share their group’s break-even analysis with the class.  
Allow time for each group to check the accuracy of their calculations.  Compare 
students’ answers with yours. 


Discussion 
 Ask students what value, if any, they see in conducting a break-even analysis. 


[Break-even analysis is a useful tool for looking at all of a business’s costs and 
should be performed frequently.  Knowing the elements of break-even allows you 
to manage the costs to maximize the bottom line.] 


 Ask students what a break-even analysis has to do with a marketing plan.  [Since 
you are in business to make a profit, not just break-even, knowing the break-
even number allows you to allocate the sales and marketing effort to get you 
beyond break-even.] 


Activity 4: Developing Your Marketing Plan, Step 4 
 Have students assemble in the same groups they have been in while working 


through Activity 3: Is the Price Right?  Direct students to the Developing the 
Marketing Plan, Step 4 worksheet in their Student Guide.  Review the directions 
and check for students’ understanding.  Allow 25-30 minutes for students to 
complete their worksheets. 


 Ask students to volunteer to share their group’s responses.  Ask a group to share 
their responses to the first question.  Ask for additional comments from the rest of 
the groups.  Continue in this manner until all questions have been answered and 
all groups have had an opportunity to participate.  Identify commonalities and 
discuss the differences at length. 


 Suggest that while this has been a long and challenging process, many young 
people who start a business do not always take the time to define their business 
and develop a marketing plan. 


 Congratulate the students on their efforts.  They now have a good start on 
running a successful business. 


Summarize the Learning 


 Emphasize that it takes time for a new business to increase sales enough to 
make a profit.  However, a break-even analysis and a good forecast of sales 
growth can provide a picture of how long it will take before the business is 
profitable. 


 Share the following observation from Ian Benotliel, CEO of NumberCruncher.com 
Inc., “The break-even point may seem like Business 101, yet it remains an 
enigma to many companies and their management teams.  Any company that 
ignores the break-even point runs the risk of an early death and at the very least 
will encounter a lot of unnecessary headaches later on.” 


 Remind students that now that they have completed their marketing plan for their 
in-school business, they need to develop an action plan with actions, 
responsibilities and deadlines. 
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Enrich the Learning 
 Pricing Issues.  Have students consider the positive and negative impact of 


raising prices during a weather-related crisis and write a 5-paragraph essay 
stating their position.  Direct students to the Let it Snow… worksheet in their 
Student Guide.  Review instructions, check for students’ understanding and 
assign a deadline. 


 
 Markup Matrix.  Ask students to select a product they are interested in 


purchasing to research the price and markup percentage.  Direct students to the 
Excuse Me, How Much? worksheet in their Student Guide.  Review instructions, 
check for students’ understanding and assign a deadline. 


 
 Competitive Advantage Research Journal/Envelope.  Remind students that 


you will be randomly checking their journal/envelopes sometime in the next few 
days. 


 







Entrepreneurship: Running a Business 4.4 Break-Even Analysis Page 29
 


What’s the Break-Even Point?  
(Answer Key) 


(Adapted from “Proving the Price is Right,” AICPA) 
 


Directions: Using the data provided for each business, analyze each business’s financial position, and 
enter the results in the appropriate column in the Break-Even Analysis box (you may round your 
numbers).  Next, answer the questions stated below the box.  Think through your answers.  Remember 
the following equations: 
 
__________Total Fixed Costs_____________ 
Selling Price per Unit – Variable Cost per Unit 
 
__________Desired Profit_________________ 
Selling Price per Unit – Variable Costs per Unit 
 
 


Sam’s Sub’s 
 


Selling price per sub $3.50
Cost Per Sub 
Turkey, Ham       .60
Roll     .28
Lettuce     .06
Mayo & mustard              .08
Monthly Business Expenses 
Rent  $1425
Manager’s salary     900
Utilities    215
Advertising      85
Maintenance    150


Willy’s Wraps 
 


Selling price per wrap $3.50
Cost Per Wrap 
Ham      .34
Wrap     .10
Cheese     .07
Mustard     .04
Monthly Business Expenses 
Rent  $1200
Manager’s salary     985
Utilities    175
Advertising            80
Maintenance        120


 
Break-Even Analysis 


Business Data Sam’s Subs Willy’s Wraps 
Selling price per unit $3.50 $3.50 
Variable cost per unit $1.02 $.55 
Total Fixed costs $2775 $2560 
Contribution margin $2.48 $2.95 
Break-even point 1119 subs 868 wraps 
Number of units to be 
sold to earn $5,000 


 
3135 subs 


 
2563 wraps 


 
 Explain to Sam why he has to sell more subs than Willy has to sell wraps to earn a 


profit of $5000, despite the fact that Sam sells his subs for the same price that Willy 
sells his wraps.  [Sam’s variable costs are greater than Willy’s: $1.02 vs. $.55.  As a 
result, Willy’s contribution margin per unit is greater ($2.95 vs. $2.48).] 


+ Break-even Point = # of Units 


= Break-even Point 
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What’s the Break-Even Point?  
(Answer Key) 


 
 
 


Shannon’s Sweets 
 


 


Selling price per brownie $2.25
Cost Per Brownie 
Chocolate      .42
Flour     .03
Sugar     .04
Eggs                           .10
Monthly Business Expenses 
Rent  $1350
Manager’s salary                  1000
Utilities      350
Advertising            100
Insurance      295
 


Sylvia’s Smoothies 
 


 


Selling price per smoothie $3.75
Cost Per Smoothie 
Milk      .49
Fruit     .82
Ice     .01
Flavoring                           .16
Monthly Business Expenses 
Rent  $1800
Manager’s salary                  1000
Utilities      295
Advertising            100
Insurance      325


 
Break-Even Analysis 


Business Data Shannon’s 
Sweets 


Sylvia’s 
Smoothies 


Selling price per unit $2.25 $3.75 
Variable cost per unit $.59 $1.48 
Total Fixed costs $3095 $3520 
Contribution margin $1.66 $2.27 
Break-even point 1864 brownies 1551 smoothies 
Number of units to be 
sold to earn $5,000 


 
4876 brownies 


 
3754 smoothies 


 
 Explain to Shannon why she has to sell more brownies than Sylvia has to sell 


smoothies to break-even, despite the fact that her variable cost per unit is less and 
her fixed costs are less.  [Sylvia’s selling price per unit is greater ($3.75 vs. $2.25) 
and as a result, her contribution margin is greater ($2.27 vs. $1.66).  Shannon may 
want to consider increasing her prices.] 
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What’s the Break-Even Point?  
(Answer Key) 


 
 


Tacos To Go 
 


 


Selling price per taco $1.25
Cost Per Taco 
Meat      .32
Cheese     .19
Lettuce     .08
Sauce     .05
Monthly Business Expenses 
Rent  $ 1100
Manager’s salary       875
Utilities      175
Advertising      50
Insurance      250
 
 


Taco Take Out 
 


 


Selling price per taco $1.25
Cost Per Taco 
Meat      .32
Cheese     .19
Lettuce     .08
Sauce     .05
Monthly Business Expenses 
Rent  $ 1225
Manager’s salary       950
Utilities      200
Advertising      100
Insurance      250
 


Break-Even Analysis 
Business Data Tacos To Go Taco Take Out 
Selling price per unit $1.25 $1.25 
Variable cost per unit $.64 $.64 
Total Fixed costs $2450 $2725 
Contribution margin $.61 $.61 
Break-even point 4016 tacos 4467 tacos 
Number of units to be 
sold to earn $5,000 


 
12,213 tacos 


 
12,664 tacos 


 
 Explain to Taco Take Out why they must sell more tacos than Tacos To Go to break-


even, despite the fact that they both sell tacos for the same price and the ingredients 
cost each company the same amount.  [Taco Take Out’s fixed costs are greater than 
Tacos To Go: $2725 vs. $2450.  Taco Take Out must reduce fixed expenses by 
$275.] 
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Pricing Ups and Downs  
(Answer Key) 


 
Directions: With a partner, calculate the markup, markdown, percentage markup, cost and sale price, 
depending upon which figure is missing.  Please show your calculations. 
 


Markup 
 


1. It costs $1.50 to make birthday wrapping paper (paper, ink, labor).  Carmen 
needs to charge more than $1.50 to make a profit.  She decides to mark up the 
cost by $2.  What is the selling price of the birthday wrap? 


 
$1.50 (Cost) + $2 (Markup) = $3.50 (Price) 


 
2. Nate charges $11 for one of his customized CDs.  His markup is $4.50.  What is 


the cost of his CD? 
 


$11 (Price) - $4.50 (Markup) = $6.50 (Cost) 
 
 


3. Olivia sells her glass-beaded bracelets for $15.  Her cost is $9.75.  What is 
Olivia’s markup? 


 
$15 (Price) - $9.75 (Cost) = $5.25 (Markup) 


 
 


4. Ben sells high school team caps.  His cost is $12 and he has decided to markup 
his costs by $4.  What is Ben’s percentage markup? 


 
$4 (Markup) 
$12 (Cost) 


Markdown 
 


1. Jessica has too many fancy flip-flops in inventory and it’s beginning to snow.  Her 
flip-flops sell for $12 a pair.  She has decided to mark them down by 25 percent.  
What is the markdown Jessica should take on a pair of flip-flops? 
 


$12 (Price) x .25 (Markdown percentage) = $3.00 (Markdown) 
 
What is the final sale price for one pair of flip-flops? 


 
$12 (Price) - $3.00 (Markdown) = $9 (Sale price) 


= .33 or 33 percent 
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UNIT 6:  ASSESSMENT 
 


CASE STUDY SITUATION 
 
You are to assume the role of Manager of the local ELECTRONIC BUY.  The 
District Manager of the company wants your team to study and make 
recommendations on training and a moral and ethics policy for ELECTRONIC 
BUY. 
 
A new gaming system, the Sony PlayStation 3 (PS3), has recently been released 
throughout the United States.  The PS3 is a newer version of the older 
PlayStation and has many new capabilities.  Sony only produced a limited 
amount of the PS3 to be released in the United States, so stores that sell the 
gaming system only received a few to sell.  There was a huge buzz surrounding 
the release and many people believed that if they bought the PS3 and then 
resold it, they would make a large profit on the deal. The ELECTRONIC BUY 
where you work received six PlayStations and you had people camping out at 
your store in hopes that they would be one of lucky few to purchase this product.  
 
All of your employees knew that there were only going to be six PS3’s and were 
told to use the policy of “first come, first serve” on the day the gaming system 
went on sale.  One employee tells this to his friends and his friends in turn offer 
him $100 apiece if he will sell the PlayStations to them so that they don’t have to 
wait in line that day.  The employee agrees. On the day of the release, he lets his 
friends come in 15 minutes before opening and sells them all but one 
PlayStation.  The people who waited overnight in line are furious and complain to 
you and to the District Manager.  The press also hears about the story and a very 
unfavorable article is printed in the local newspaper about ELECTRONIC BUY. 
 
The District Manager has now asked you to develop a Moral and Ethics Policy as 
well as an outline for a training session on this policy so that this will not happen 
again.  
 
DIRECTIONS: 
You must write a 1-2 page paper on a new Moral and Ethics Policy for Electronic 
Buy.  You must also outline a training session for employees on this policy. 
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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 apparent 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. 


 








 
 


 
 
 


Unit 4 
Assessment 


 
 







Entrepreneurship: Running a Business Assessments-Unit 4 Page 109 
 


UNIT 4:  ASSESSMENT 
 
 


INSTRUCTIONS:  Respond to each of the following questions.  Be as thorough 
as possible.  Please remember to include details from “The Business.” 
 
1.  Explain the variety of media “The Business” is using for advertising.  How 
does this media relate back the target market for “The Business”? 
 
2.  Discuss your marketing plan for “The Business.”  How will your plan allow you 
to be more successful than your closest competitor?  Include discussion of the 4 
P’s of marketing. 
 
3.  Do you agree with the saying, “Any publicity is good publicity”?  Why or why 
not? 
 
4.  Use the business definition from “The Business” to explain the offer, target 
and delivery. 
 
5.  What does the mission statement for “The Business” reflect about you and 
your class? 
 
6.  Use the break-even analysis to evaluate the marketing plan for “The 
Business.”  Include information on break-even points, markups and markdowns.   
 
 
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 apparent 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. 









