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Entrepreneurship
Chapter 1: The Entrepreneurial Perspective

Review Questions

1. What factors contribute to a growing interest in entrepreneurship?
1. unemployment levels
1. low job turnover rates
1. increasing levels of creativity
1. decreasing rates of discrimination 
Answer
A. unemployment levels

2. Angel investors contribute to the entrepreneurial world by ________.
1. outpacing venture capitalists in access to startup funds
1. directly investing in entrepreneurial startups
1. holding seminars to teach people how to become an entrepreneur
1. forming groups of other investors to supply greater quantities of investment funds to entrepreneurs.
Answer
B. directly investing in entrepreneurial startups

3. An entrepreneur is someone who ________.
1. creates a small business based on other existing businesses
1. creates a home-based business that sells products available through other retailers
1. creates a business around the idea of solving a problem
1. is highly creative
Answer
C. creates a business around the idea of solving a problem

4. Roxanne Quimby of Burt’s Bees is an example of an entrepreneur primarily for which of the following reasons?
1. She saw available resources and recognized the resources could be used to create a business.
1. She acted on her passions.
1. She solved a significant societal problem.
1. She had the time and energy to dedicate to starting business.
Answer
B. She acted on her passions.

5. In the early stages of developing an entrepreneurial venture, the entrepreneur might seek funding from which group?
1. venture capitalists
1. the local bank
1. friends and family
1. shark tank
Answer
C. friends and family

6. The acronym SMART for goal setting stands for ________.
1. short-term, measurable, accurate, relevant, and timely
1. specific, measurable, achievable, relevant, and timely
1. specific, measurable, achievable, realistic, and time oriented
1. specific, measurable, achievable, results, and time oriented
[bookmark: _Hlk27491088]Answer
D. specific, measurable, achievable, results, and time oriented

7. A vision statement does not include ________.
1. a picture of the future described in words
1. concepts and ideas that inspire and focus people’s actions toward a united outcome
1. both creative and exploratory process in creating the vision
1. the scope of the venture
Answer
D. the scope of the venture

8. Which one of the following is not a quantifiable result? 
1. 5 percent annual growth in sales
1. increase market share by 2 percent
1. decrease collection of accounts receivable by $5,000.00
1. increase creativity throughout the venture
Answer
D. increase creativity throughout the venture

9. Which of the following is not a creativity building technique or tool? 
1. conducting a case study
1. brainstorming activities
1. mind map creation
1. brain writing
Answer
A. conducting a case study
10. Disruptive technologies include all but which of the following?
1. new methods or approaches that make established methods obsolete
1. self-booking of air travel
1. restaurant food delivery services
1. a change from ownership of resources to the ability to have access to resources
Answer
C. restaurant food delivery services

11. The entrepreneurial mindset includes ________.
1. a willingness to develop ideas that are not always initially popular
1. a willingness to wait for an idea to become popular before moving forward with that idea
1. an ability to focus on past successes
1. a belief in following tradition and established patterns
Answer
A. a willingness to develop ideas that are not always initially popular

Case Questions

1. What suggestions could you make to Angad Daryani on other products that would fit his focus on improving the lives of people?
Answer
Other products could include low-cost filtration for hospitals, schools, and commercial buildings; a low-cost version of his filter for high-polluting trucks and buses; a different version to filter polluted water; a portable version for individuals, especially elderly and young people at high risk for respiratory disease.

2. On Angad Daryani’s website, he says he believes “that the path humanity follows, need to be pivoted for the better.” What other needs or problems do humans have? Create a list of twenty needs that would fit Angad Daryani’s belief statement. 
Answer
Answers will vary. Some needs would include hunger, healthcare, shelter, clean water, education, employment, independence, prosperity, capital, clothing, community, family, transportation, clean air, confidence, happiness, security, respect, loyalty, and love.

3. Research Miracle Messages. Identify Miracle Messages’s vision statement, mission statement, and value statements. Do not copy their statements, but rather create your own statements based on what you would create if you were the lead entrepreneur for this organization.
Answer
Vision statement: End homelessness. Mission statement: Provide solutions for individuals who are alone or homeless in order to improve their lives as part of a community. Possible value statement topics: Personal dignity; individual service; community for all; pathways to independence; teamwork; integrity; respect.

4. Identify five other organizations that have services or products that you would want to partner with if you were the lead entrepreneur of Miracle Messages. What value does each of these five organizations provide to Miracle Messages’ vision, mission, and value? What services or products are not supported either through Miracle Messages or the five organizations you addressed? What new for-profit or nonprofit could be created as a spinoff idea from your research on Miracle Messages? 
Answer
1. Salvation Army: Helping all in need with food, shelter, clothing. 2. Habitat for Humanity: Volunteers building low-cost homes for those in need. 3. Gary Sinise Foundation: Providing emotional and physical support and resources for veterans. 4. Women In Need: New York-based group to help women and children who have been abused with housing and other support. 5. Catholic Charities: National group with local chapters, fourth largest in the US, focused on financial and other support to needy families without requiring a parish affiliation. Other services not provided are education or direct support to start a business. One spinoff could be a “microfinance” nonprofit providing small- ($550–$1000), no- or low-interest loans to help jump-start small businesses, especially in deprived areas.

5. Review the website http://www.coastaltractor.com/ to learn more of about Coastal Tractor. What spinoff ideas could you identify using this same technology or concept as the bug vacuum? 
Answer
Other ideas could include precise spray irrigation (push fine mist vs. pull bugs); gentle harvest machine for easy-to-pull crops; bolt-on shredder for removing stalks or residual plants after harvest; spray seeder for spring planting. 

6. In reviewing Coastal Tractor’s website, what evidence of an entrepreneurial mindset is present within this company’s website?
Answer
Even though Coastal Tractor is a division of a major global corporation (Case New Holland), Mike Riana’s intro video demonstrates personal and local commitment to their customers: “We are Coastal Tractor,” “Blue is in our blood,” and “We do what it takes to get the job done” reflect a “hands-on” philosophy and unyielding commitment to their customers. The website is also “homey” and appealing without appearing artificial.

7. Do you think Coastal Tractor is using a disruptive technology? Why or why not?
Answer 
It should be considered “low-end disruption” because the bug vacuum uses old but more durable material and other existing technologies in a system that is low cost to run but more durable than fiberglass.


Entrepreneurship
Chapter 2: Entrepreneurial Journey and Pathways

Review Questions

1. Why is interest in entrepreneurship growing among those entering or re-entering the workforce? 
[bookmark: _Hlk27490880]Answer
There is a safety net in knowing the option to re-enter the job market is available when the economy is strong. It promotes personal self-confidence. There is also an increase in employers hiring contract or temporary workers. The gig economy/freelance options, infrastructure support, and funding options are also factors.

1. What is an entrepreneurial mindset? 
Answer
An entrepreneurial mindset is a progressive way of thinking with an intent toward engaging in entrepreneurial activities, productions, or solutions from a willingness to accept and act on new information.

1. What does the phrase “entrepreneurial venture” refer to?
Answer
Entrepreneurial venture refers to any business, organization, project, or operation that might require a significant amount of activity, risk, sacrifice, or investment to achieve specific entrepreneurial goals or results.

1. What does the process of “cash management” entail for a business? 
Answer
Cash management includes the management of cash inflows and outflows to support the cash needs of the venture.

1. Why is the entrepreneurial process considered a fluid process rather than a rigid step-by-step guide?
Answer
The world is dynamic. New information and unexpected twists and turns require an openness to adjusting to these changes.

1. What does the term “creative destruction” mean?
Answer
Creative destruction refers to Joseph Schumpeter’s theory that innovation would destroy established corporations to create new ones.

1. What is the difference between a corporate entrepreneur and an intrapreneur?
Answer
A corporate entrepreneur develops new ideas, opportunities, or ventures through formal research and development processes that are focused on the corporation’s strategy and goals. An intrapreneur is a person who acts as an entrepreneur but in the role of an employee within an organization.

1. What are situational opportunities?
Answer
They depend on factors such as where you work, your family obligations, your idea or invention, creative expression, or a recent career search or job change. The evolution of entrepreneurship, your own receptiveness to entrepreneurial thinking, and many existing and emerging platforms make this possible. Or an opportunity might become available due to status, situation, or condition.

1. What does an entrepreneurial journey entail?
Answer
An entrepreneurial journey entails an understanding of or selection from among a series of decisions, opportunities, or obstacles with seven steps that assist with the advancement toward an entrepreneurial goal or dream.

1. Under which circumstances might a person choose to bootstrap a venture?
Answer
A person might bootstrap when the venture is not yet large enough or perfected to the point when attracting outside financing is feasible or when the entrepreneur decides to use his or her own resources.

1. What is an independent contractor?
Answer
An independent contractor is a self-employed individual who is contractually obligated to complete project work.

1. What does the term “framework” mean in terms entrepreneurship?
Answer
Framework refers to a structure or outlined process that can be used as the basis for developing or improving a venture.

1. What is an action plan? How is it different from a framework?
Answer
An action plan is an organized, step-by-step outline or guide that pulls together the ideas, thoughts, and key steps necessary to help set the stage for entrepreneurial success. A framework is a structure or outlined process that can be used as the basis for developing or improving a venture.

1. Why are action plans useful in the development or improvement of a venture?
Answer
Action plans provide a logical sequence of actions necessary for success and assist in planning that avoids missing steps or relevant actions that support the venture’s success.

1. What are the characteristics associated with traditional entrepreneurship?
Answer
People involved in traditional entrepreneurship are often individuals who did not fit in a typical organizational structure or people who had the intelligence, creativity, imagination, and funding to launch out on their own venture with a focus on creating a service or product that resulted in sales and return on investments.

1. What are some biases that minorities and women face in acquiring funding?
Answer
Minorities and women are often faced with the biases that come from “bro-culture.” Investors tend to ask women more skeptical questions. Minority-owned firms are often denied additional credit. 

Case Questions

1. Review the story of Sixto Cancel and his journey to developing the social venture Think of Us.
1. Consider Sixto’s entrepreneurial journey and the development of Think of Us. What types of challenges or obstacles do you think he had to overcome to complete his journey? 
[bookmark: _Hlk27492006]Answer
Some challenges Sixto faced include a wide range of locations, access to central decision makers, convincing decision makers to adopt and support his technology and help him, accepting change, and gathering and connecting people from different walks of life and population segments.

1. Discuss some of the advantages and disadvantages related to Sixto Cancel’s background and his experiences in developing an organization and board. 
Answer
One advantage is that he came through the foster-care system and knew its challenges, drawbacks, and policies. These same areas could have also created disadvantages by making him think he could not make a difference being one person growing up in foster care.

1. Consider how Sixto Cancel developed his organization. Discuss how he followed or skipped any steps of an entrepreneurial journey. 
Answer
He created an infrastructure that led to the first ever White House Foster Care and Technology Hackathon, resulting in new federal regulations, new funding for tech in foster care, six additional hackathons, and local technology initiatives, and shifted the national conversation about foster care and technology. Similar to building and managing resources in the community, federal and state groups, and for technology, he inspired and motivated others, and helped launch navigation and creation of Software as a Service.

1. Explore the websites of Cratejoy and Prospurly, which are discussed in Entrepreneurship in Action: Prospurly (https://openstax.org/books/entrepreneurship/pages/2-1-overview-of-the-entrepreneurial-journey#fs-idm388084848). How did these venture founders follow the entrepreneurial journey? 
Answer
They took the first step in their idea, focused on managing resources, evaluated the time needed to work on developing the venture, defined the milestones/breakeven point, and went through inspiration, preparation, assessment, and navigation launch.

1. After researching Man Crates, explain how Man Crates has followed the model in Figure 2.20 (https://openstax.org/books/entrepreneurship/pages/2-2-the-process-of-becoming-an-entrepreneur#OSX_Eship_02_02_Lifecycle)? 
Answer
The conception stage recognized the opportunity that men’s gifts lacked inspiration and fun. The company developed its idea by test marketing limited items, built support by offering coupons for a second purchase because of initially limited production, combined stages 3 and 4, grew at 4,900 percent over three years, had multiple rounds of investors to support growth, and began ROI in stage 6, where the company currently stands.

1. What additional ideas can you think of for starting your own business, using Man Crates as a source of inspiration? 
Answer
Answers will vary but may address what other experience-related fun ideas add a twist to products currently available. Note that Man Crates doesn’t make the products it sells; it just makes receiving the products more fun and engaging.

1. Go back to the Work It Out: Startup Ideas Feature Box (https://openstax.org/books/entrepreneurship/pages/2-3-entrepreneurial-pathways#fs-idm213938400). Select either an idea that you’ve created or an idea listed on either of the websites. Where could you go to gain more information about this idea? This might mean finding a business where you could shadow someone, or perhaps an internship, or research conducted in some other manner. 
Answer
Answer depends on the choice; some resources for information would include industry material, census bureau statistics, trade shows, or focus groups.

1. Return to the Work It Out: Startup Ideas Feature Box (https://openstax.org/books/entrepreneurship/pages/2-3-entrepreneurial-pathways#fs-idm213938400) and revisit the links to business ideas, using the same idea that you identified in question 1. What are five other businesses that could be spinoff ideas from your one new idea? 
Answer
Answers will vary depending on the student’s focus and the student’s creativity and experiences.

1. Refer to the case questions in Entrepreneurial Pathways (https://legacy-content01.cnx.org/content/m71123/latest/). Select one of the framework tools discussed in this section and apply that framework to your idea. 
Answer
Answers will vary.

1. Why did you select this framework over another framework? 
Answer
Answers will vary.

1. By applying the framework to your idea, what new information did you learn and what information is lacking, or needs further development? 
Answer
Answers will vary.


Entrepreneurship
Chapter 3: The Ethical and Social Responsibilities of Entrepreneurs

Review Questions

1. Full and truthful disclosure ________.
A. is often required under tort law
B. is a matter of ethics, not a legal requirement
C. is a risky business practice because it helps the competition
D. is a strictly personal choice
Answer
A. is often required under tort law

2. Common IP law-mandated periods of protection are ________.
A. copyrights are protected for twenty years
B. patents are protected for fifty years
C. trademarks are protected for renewable ten-year periods
D. trade secrets are protected for fifteen years
Answer
C. trademarks are protected for renewable ten-year periods

3. Acting ethically includes acting with which of the following?
A. integrity
B. disclosure
C. transparency 
D. All of these options are correct.
Answer
D. All of these options are correct.

4. Antitrust law:
A. may help small entrepreneurs by ensuring big companies do not have monopolies
B. may hurt small entrepreneur by requiring them to disclose trade secrets
C. only applies to businesses with over 500 employees
D. None of these options are correct.
Answer
A. may help small entrepreneurs by ensuring big companies do not have monopolies

5. Patents ________. 
A. are similar to trade secrets under IP law
B. allow a temporary monopoly for an invention
C. are protected under IP law for a period of ninety-nine years
D. None of these options are correct.
Answer
B. allow a temporary monopoly for an invention

6. An example of a company(s) that have been fined millions of dollars for legal/ethical violations includes ________.
A. Enron
B. TOMS
C. British Petroleum 
D. a and c
Answer
D. a and c

7. The B-corporation moniker ________.
A. requires government certification
B. requires no certification
C. can only be used after an audit and certification by the B-corp organization
D. is a social media concept used primarily for marketing purposes
Answer
C. can only be used after an audit and certification by the B-corp organization

8. What differentiates a social entrepreneurial enterprise from a traditional entrepreneur?
A. commitment to reduce pollution
B. pledge to undertake sustainable supply chain sourcing 
C. effort to recycle water, waste, and other byproducts 
D. All of these options are correct.
Answer
D. All of these options are correct.

9. Core qualities for building a foundation of ethics-based behaviors include ________.
A. trust
B. fairness
C. excellence
D. All of these options are correct.
Answer
D. All of these options are correct.

10. Millennial workers ________.
A. often do not place salary as their first priority 
B. want work-life balance
C. usually expect their employer to have an ethical value system 
D. All of these options are correct.
Answer
D. All of these options are correct.

11. A diverse workforce ________.
A. is always optional
B. is usually required for government contracting
C. is always required under Title VII
D. is never required 
Answer
B. is usually required for government contracting

Case Questions

1. In 2017, it became apparent that Wells Fargo had created over 2 million falsified customer accounts without the customers’ consent, approval, or knowledge. John Stumpf, Wells Fargo CEO, who resigned amid this scandal, denied any leadership involvement and wrongdoing. He blamed his employees and fired over 5,300 employees over this scandal. Research this case and answer the following questions.
A. What organizational and company-culture factors convinced employees to create false accounts? 
Answer
The employees were compensated for opening new accounts, so they were incentivized. If they did not do it, they were likely to be evaluated poorly and terminated, which acted as a scare tactic.

B. Why did the employees not question leadership? 
Answer
Employees did not question leadership because they were afraid of retaliation, and top management did not encourage whistleblowers to come forward.

2. In 2017, the US Environmental Protection Agency found that Volkswagen had installed a “defeat device”—software in the vehicle that detects that an emissions test is in progress, controls the engine, reduces emissions, and enables the vehicle to pass the test for US emissions standards. Martin Winterkorn, CEO of Volkswagen, denied any wrongdoing, was later forced to resign, and admitted they had cheated. Research this case and answer the following questions.
A. What organizational and cultural factors convinced Volkswagen employees to cheat?
[bookmark: _Hlk29223496]Answer
Volkswagen, as well as most German companies, took care of its employees, paid them well, etc. to make them loyal. Employees were not likely to snitch on their own company.

B. Why did the workforce not question leadership? 
Answer
Volkswagen didn’t give employees a choice—the company turned in false final test results to the government without telling most of the rank-and-file employees.

3. If you were to create a top-ten list of the world’s greatest corruption scandals, the problems of Petrobras (Petróleo Brasileiro) in Brazil surely would make the list. The majority state-owned petroleum conglomerate was a party to a multibillion-dollar scandal in which company executives received bribes and kickbacks from contractors in exchange for lucrative construction and drilling contracts. The contractors paid Petrobras executives upward of 5 percent of the contract amount, which was funneled back into slush funds. The slush funds, in turn, paid for the election campaigns of certain members of the ruling political party, Partido dos Trabalhadores, or the Workers Party, as well as for luxury items like race cars, jewelry, Rolex watches, yachts, wine, and art.[footnoteRef:1] The original investigation into these practices was known as Operation Car Wash (Lava Jato) and began in 2014 at a gas station and car wash in Brasília, where money was being laundered. It has since expanded to include scrutiny of senators, government officials, and the former president of the republic, Luiz Inácio Lula da Silva. The probe also contributed to the impeachment and removal of Lula’s successor, Dilma Rousseff. Lula and Rousseff are members of the Workers Party. The case is complex, revealing Chinese suppliers, Swiss bank accounts where money was hidden from Brazilian authorities, and wire transfers that went through New York City and caught the eye of the US Department of Justice. In early 2017, the Brazilian Supreme Court justice in charge of the investigation and prosecution was mysteriously killed in a plane crash. It is hard to imagine a more tragic example of systemic breakdown and individual vice. The loss of trust in government and the economy still affects ordinary Brazilians. Meanwhile, the investigation continues.  [1:  Jonathan Watts. “The Long Read Operation Car Wash: Is This the Biggest Corruption Scandal in History?” The Guardian. June 1, 2017.] 

A. Is this Brazilian company scandal unique to that culture? 
Answer
This scandal is not unique; many different types of cultures have experienced major corporate scandals. The list of major scandals in this section includes companies from the US and Europe, as well as others. It turns out that it isn’t country-specific culture that determines unethical conduct, it is company-specific culture.

4. In the fall of 2016, Samsung Electronics experienced a massive public relations disaster when its Galaxy Note 7 smartphones started exploding due to faulty batteries and casings. Initially, the company denied there were any technical problems. Then, when it became obvious the exploding phones posed a safety and health threat (they were banned from airplanes), Samsung accused its suppliers of creating the problem. In reality, the rush to beat Apple’s iPhone 7 release date was the most likely reason corners were cut in production. Samsung finally owned up to the problem, recalled more than two million phones worldwide, and replaced them with new, improved Galaxy Note 7s. The company’s response and its replacement of the phones went a long way toward defusing the disaster and even boosting the company’s share price. Samsung focused on the customer (i.e., customer safety and satisfaction) with the motive of doing the ethically responsible thing. 
1. Although some might argue the company could have done far more and much more quickly, perhaps it still acted reasonably. What do you think?
Answer
The best response to this question is that Samsung accepted the fact that it owed a duty to consumers, indeed to society, to admit fault, accept responsibility, and to correct the problem. It took all three steps. If we condemn Samsung for the time delay, then it would encourage other companies to never come forward at all, to just deny everything and do nothing. If we judged them only by the speediness of what they did, it would be putting timelines over substance.

5. Sometimes engaged employees go above and beyond in the interest of customer service, even if they have no “customers” to speak of. Kathy Fryman is one such employee. Fryman was a custodian for three decades at a 100-year-old school in the Augusta (KY) Independent School District. She was not just taking care of the school building, she was also taking care of the people inside.[footnoteRef:2] Fryman fixed doors that would not close, phones that would not ring, and alarms that did not sound when they should. She kept track of keys and swept up dirty floors before parents’ night. That was all part of the job of custodian, but she did much more. Fryman would often ask the nurse how an ill student was doing. She would check with a teacher about a kid who was going through tough times at home. If a teacher mentioned needing something, the next day it would show up on his or her desk. A student who needed something for class would suddenly find it in his or her backpack. Speaking of Fryman, district superintendent Lisa McCrane said, “She just has a unique way of making others feel nurtured, comforted, and cared for.” According to Fryman, “…I need to be doing something for somebody.” Fryman’s customers were not there to buy a product on which she would make a commission. Her customers were students and teachers, parents and taxpayers. Yet she provided the kind of service that all employers would be proud of, the kind that makes a difference to people every day. [2:  Brenna Kelly. “Augusta Schools Custodian Kathy Fryman Takes Care of Building and the People Inside; Gets Fred Award.” Northern Kentucky Tribune. September 23, 2017. http://www.nkytribune.com/2017/09/augusta-schools-custodian-kathy-fryman-takes-care-of-building-and-the-people-inside-gets-fred-award/] 

A. Is there a way for a manager to find, develop, and encourage the next Fryman, or is the desire to “do something good for somebody” an inherent trait in some employees that is missing in others? 
Answer
Yes; finding more employees like Ms. Fryman is often a matter of treating employees with dignity and respect. The reputation of an employer is spread by word of mouth, either personally or through social media such as Glassdoor or LinkedIn.

B. Employees who display Fryman’s zeal often do so for their own internal rewards. Others may simply want to be recognized and appreciated for their effort. If you were the superintendent in her district, how would you recognize Fryman? Could she, for example, be invited to speak to new hires about opportunities to render exceptional service? 
Answer
One possible way to reward the employee in this case is to honor her with an award at a monthly staff meeting. The award should be personal in nature, signed by students, parents, and colleagues—something she could keep as a memento. Gather some of these people at the ceremony to thank her in person. It is unlikely the school has extra money in the budget to give every good employee a raise, so you have to make the reward intrinsic.

6. Please view the video ABC Nightline-IDEO Shopping Cart (https://www.youtube.com/watch?v=M66ZU2PCIcM) on YouTube. This video demonstrates how an entrepreneurial mindset combined along with a collaborative process can be used to deliver the most innovative products. 
A. After watching the IDEO YouTube video, list the different factors that has enabled IDEO to become an industry example for corporate innovation. 
Answer
The following are the factors that can help achieve innovation: making a commitment to innovation, a strategic orientation, a clear statement of responsibility to innovate, an innovative culture, integration of all employees into the process, and collaboration among all employees/departments.

B. What top principles and behaviors that has contributed to the development of a culture of collaborative excellence? 
Answer
Examples of top principles that help develop a culture of collaboration include the following: setting and communicating expectations, building individual character, managers engaging with employees, and leading by example.




Entrepreneurship
Chapter 4: Creativity, Innovation, and Invention

Review Questions

1. The question “How might we find a way to make use of DVDs and other physical media as users adopt streaming services for films and television over time?” is an example of which form of ideation?
A. statement starter
B. open innovation
C. ideation
Answer
A. statement starter

2. The creative process that begins with empathy is known as ________.
1. Stanford’s model of human-centric design
1. build-measure-learn
1. open innovation
Answer
A. Stanford’s model of human-centric design

3. In the Six Hats exercise, new ideas are the purview of the ________.
A. Black Hat
B. Blue Hat
C. Green Hat
Answer
C. Green Hat

4. ________ is thinking strategically, often to create human-centered products.
A. Creativity
B. Innovation
C. Invention
D. Design thinking
Answer
A. Creativity

5. An innovation that is not developed in tandem with consumers but that is introduced in a society or in a targeted market as completed and “finished” is often referred to as a “________.”
A. design thinking
B. iterative development
C. black box
D. corporate narrative
Answer
C. black box

6. If linear thinking is the idea that progress follows or should follow a set of established, logical steps, ________ is free and open thinking where established patterns of logical thought are purposefully ignored or even challenged.
A. design thinking
B. iterative development
C. corporate narrative
D. lateral thinking
Answer
D. lateral thinking

7. The model for building ________ also includes steps for team building, suggesting that the most complex developments require more than the lone mad scientist in a lab, despite what is often depicted in popular culture.
A. creativity in an individual
B. innovations
C. inventions
Answer
C. inventions

8.  Problem solving is part of but not the entire model for building innovations. True or False?
A. true
B. false
Answer
B. false

9. DICEE is a model for ________ that focuses on going beyond problem solving to get at the underlying qualities of what makes certain new products “sticky” in ways that make people true fans.
A. creativity in practice
B. innovative products
C. inventions
D. building creative teams
Answer
B. innovative products

Case Questions

1. Open innovation means more than searching online for others who are attempting to solve the same problems you are and trying to take inspiration from other corporations and other entrepreneurs. It also involves forming partnerships, supporting new ventures, investing in business accelerators, and acquiring firms that innovate in ways that are valuable to your firm or to your entrepreneurial effort (assuming you can raise the capital to acquire a firm while you develop your invention).[footnoteRef:3] Think of an example of a firm (other than Samsung, the example from Merit Morikawa’s article, and Apple, the “easy” answer) that has engaged in all of these practices. What seems to drive these different modes of open innovation? When are they most appropriate? When are they not appropriate ethically? [3:  Merit Morikawa. “16 Examples of Open Innovation: What Can We Learn from Them?” Viima. November 20, 2016. https://www.viima.com/blog/16-examples-of-open-innovation-what-can-we-learn-from-them] 

Answer
Correct responses will vary but will take into account how open innovation can involve mergers and acquisitions, and joint ventures that go beyond two companies in the same field conducting some research and development (R&D) together. Entrepreneurs are often brought into the mix when corporations see value in supporting specific new ventures and when they invest in their own incubators or geographically bound business incubators. One way of looking at open innovation is the combination of corporate money and power with broad, sometimes raw, academic inquiry, with entrepreneurial creativity and energy. The fostering of such combinations is not entirely new, but the scale of this type of open innovation carries promise and can be exciting for entrepreneurs wondering how their creativity, innovation, and inventiveness might factor into the massive corporate global economy.

2. Read this article to prepare for answering this question: https://www.brookings.edu/blog/brookings-now/2018/05/23/artificial-intelligence-will-disrupt-the-future-of-work-are-we-ready/. (Brennan Hoban. “Artificial Intelligence Will Disrupt the Future of Work. Are We Ready?” Brookings. May 23, 2018.) 
Many signs point to growing automation across a variety of industries in the coming decades. In many cases, disruptive technologies will force people to innovate. Based on the DICEE innovation model, explain how humans will be needed on the design side of innovation to create human-centric products. In what ways can you create a career that is “disruption-proof”?
Answer
Students may struggle at first with this question, but that is by design. To be able to create things that are deep, indulgent, complete, elegant, and emotive, you have to know what those terms mean. Computers and robots probably won’t be designed to understand what makes a product deep, indulgent, or elegant. These are subjective, human terms based on human experiences and expectations. Machines can plan for ergonomics, but they can’t plan (or design) so well for indulgence and excitement. These are qualities of emotion that can be developed as skills to help disruption-proof a young professional’s career.




Entrepreneurship
Chapter 5: Identifying Entrepreneurial Opportunity

Review Questions

1. What is entrepreneurial opportunity? 
Answer
Entrepreneurial opportunity is the point at which identifiable consumer demand meets the viability of satisfying the requested product or service to support the venture’s success and meets the following conditions: significant market demand, significant market structure and size, significant margins, and resources to support the venture’s success.

2. What are five methods through which an entrepreneur can create new economic opportunities, according to Joseph Schumpeter? 
Answer
The five methods entrepreneurs can provide value in an economy are 1) developing a new product for an existing market, 2) finding new resources to allow for the production of a product for less money, 3) using existing technology to produce an old product in a new way, 4) using existing technology to produce an existing product, and 5) using new technology to produce a new product.

3. What are some factors that might indicate it is a good time to start a business?
Answer
Factors can include the following: there is less concern over patent protection is improving, there has been a decline in entrepreneurship over the last decade, the onset of opportunities related to artificial intelligence, and the trends of increased use of freelance workers, or outsourcing.

4. When should an entrepreneur explore opportunities? 
Answer
An entrepreneurship should explore opportunities as often as he or she identifies one as having potential. Research should be done very early in the process.

5. What should a potential entrepreneur research before starting a business? 
Answer
The areas a potential entrepreneur should know before starting a business are potential customers, demographics, capital requirements, regulatory requirements, similar or competing products, existing companies in the market and the unique selling proposition of the product. There are other items that could also be included here and drawn from this section.

6. What kind of information is available in census data and how might that data be useful? 
Answer
Census data provides various demographics of a population, such as number, gender, age, income and education levels, and growth. The data are useful in determining if an opportunity aligns with and would meet the needs of an existing population base.

7. Compare and contrast supply-based opportunities and demand-based opportunities. 
Answer
Supply-based entrepreneurship centers on starting a business through recognizing unused resources, while demand-based entrepreneurship builds around opportunities created by political, economic, social, technological, physical environment, and legal change.

8. How can using a PEST analysis contribute to discovering new patterns of trends for recognizing entrepreneurial opportunities?
Answer
Each topic area should be explored to track changes; all changes can potentially provide ideas from which entrepreneurial opportunities could arise.

9. What is a SWOT analysis and how is it useful? 
Answer
A SWOT analysis is a planning and analysis process that evaluates the strengths, weaknesses, opportunities, and threats of not only a proposed business venture but of the entrepreneur too. It is useful in determining the viability of an opportunity and in developing strategies in developing ideas, products and services.

10. What is a unique selling proposition?
Answer
A unique selling proposition is a marketer’s rationale why a product or service is different/better than the competitor’s products.

11. What is a business model?
Answer
A business model includes how the venture will be funded, how the venture creates value for its stakeholders, including customers, how the venture’s offerings are made and distributed to the end users, and the means by which income will be generated through this process, a coverage of how the venture will create revenue.

Case Questions

1. Mandy Tillman was a high school student who lived in a rural area of Oklahoma. Mandy was only fourteen years old but wanted to make some extra money for her family’s trip to the Grand Canyon the following summer. While shopping with her parents, she noticed there was only one place in town to buy flats with flowers and vegetables for spring planting, and there was not much of a selection. Mandy made a note of the various types of plants and flowers the store sold and how much they sold for.
When Mandy got home from shopping with her parents, she went online to see how much the seeds and equipment would cost. Her parents liked the idea of Mandy earning some money of her own to spend on vacation and made a large area in the basement available for her to start her plants.
A. What else should Mandy know about this business before getting started? 
Answer
Mandy should find out the following: What are the regulatory issues related to the business such as the legal and tax filing requirements? Is there possibly competition from online sources? What is the consumer demand and is the demand being met by the existing business which already supplies flowers and vegetables? How long will it take to get her plants to market?

B. What else do you think Mandy needs to start this business? 
Answer
Mandy will need sufficient capital, a business and cash flow plan, the required expertise to grow the plants, and identification of a location to sell her plants.

C. Do you see any potential problems with this business idea? 
Answer
Potential problems with this idea are whether or not Mandy has the knowledge to grow the plants, online competitors, lack of demand, and the length of time it may take to get her products to market.

D. What are some ways Mandy can sell her plants?
Answer
Mandy can sell her plants directly, she can be a supplier to retailers, or she can sell online.

E. Is this a business idea or an entrepreneurial opportunity?
Answer
Answers will vary, but in order for it to be an entrepreneurial opportunity, the student must discuss whether it has significant market demand, significant market structure and size, and significant margins and resources to support the venture’s success.

1. Research the eyeglass company Warby Parker.
A. What is Warby Parker’s business model? 
Answer
Warby Parker’s business model is direct-to-consumer eyeglass purchase.

B. What is the value proposition offered by Warby Parker? 
Answer
The value proposition offered by Warby Parker is a variety of styles, quality, and price points, the ability to purchase the highest quality at specific price points, and customer service.

C. Describe Warby Parker’s target market? What resources did you use to identify their target market?
Answer
The target market is currently younger consumers (18–30) who value style and convenience and recognize the quality and value of the Warby Parker brand. Students might also mention the “cool factor” that Warby Parker has tried to generate and sustain. They should cite Warby Parker’s website and third-party reviews. Some may actually be customers.

D. If Warby Parker did not exist and you decided that you wanted to open a direct to consumer eyeglass company, what would be the top five factors you would research to determine if your idea was truly an entrepreneurial opportunity?
Answer 
The top five factors to research would be value, choice, style, quality, and convenience. There could be others, but in this category, it is very hard to differentiate beyond these. Warby Parker has spawned a number of clones: https://www.inc.com/jill-krasny/attack-of-the-warby-parker-clones.html

1. Travis and Katelyn loved backpacking and had hiked the Appalachian Trail twice. Although they had been backpacking for several years, each time they went out on the trail, they learned something new. Almost every backpacker they met was quick to offer a good tip on the best clothing or equipment for the trail. Travis and Katelyn decided to start a backpacker’s blog and sell advertising space to manufacturers and retailers of backpacking gear.
A. If you were launching a company to help back packers trek through the wilderness, what products would you provide and what would be their unique selling propositions? 
Answer
Products would include articles of clothing and shoes, books, camping gear, and food supplies. USPs will vary.

B. What benefit would you build into your website that would attract backpackers to your website? Consider how you would distinguish your website from competitor websites. 
Answer
The benefit to the website would be learning as much as possible about the consumer needs as well as the supplier’s offerings, offering valued backpacker tips, offering bundled products based on backpacker’s experience, length and location of trip, offering shared videos and blogs, etc.

C. Using PEST around your knowledge of backpacking and interest in starting a business related to backpacking, identify one fact for each of the PEST categories that could be useful in identifying new information or patterns to support this business. 
Answer
Answers will vary. Some possible responses include security concerns (political and societal changes), shared resources (backpacking gear not in use all the time), cost of material (economy and society), and climate change (external environment related to weather).

D. How would you change your business model based on your answers to the previous question? 
Answer
Answers will vary. Possible answer include: perhaps offer a repurchase program and sell slightly used backpacking gear, rent options rather than buy.




Entrepreneurship
Chapter 6: Problem Solving and Need Recognition Techniques

Review Questions

1. What is the relationship between entrepreneurial thinking and problem solving?
Answer
Entrepreneurs think in terms of innovation. They use creative solutions to resolve societal, business, or technological problems.

2. What are the key aspects of the two types of problem-solving methods the entrepreneur uses to problem solve? 
Answer
Adaptive problem solvers use known techniques to solve a problem. Innovative problem solvers think of new ways to solve a problem.

3. What are the key skills entrepreneurs need to arrive at innovative solutions?
Answer
Critical thinking is the ability to find the core of an issue. Communication is networking and the ability to verbalize solutions. Decisiveness is the ability to make quick, effective decisions. Ability to analyze data finds value in information and builds models that lead to innovative conclusions. Business and industry awareness is an understanding of opportunities and inefficiencies in certain markets. Resourcefulness is the ability to discover clever solutions to obstacles.

4. What are the differences in the three major types of entrepreneurs?
Answer
Self-regulating types are autonomous; they see a problem, immediately visualize a solution, and apply it. Theorist types focus on the process to solve a problem. Petitioners ask others who have the experience for solution ideas.

5. List and describe the steps an entrepreneur uses in the specific and logical process of creativity?
Answer
Clarify > Ideate > Develop > Implement > Evaluate > Clarify. Clarify: recognizing the existence of a gap between the current state and a desired state. Ideate: detailing and formation of ideas on how to fill that gap. Develop: developing on those ideas and testing for feasibility. Implement: enacting the idea and testing each part of the solution. Evaluate: assessing the final solution.

6. What are the key aspects of the brainstorming process? 
Answer
Brainstorming simulates thinking about problem solving in a new way, usually done in group where everyone contributes insights from different perspectives. The group refines and prototypes potential solutions.

7. What is the main advantage of using teams to create a solution?
Answer
The main advantages of using teams are collaboration and support for members, different insights from different perspectives, reinforcement, and expansion of ideas.

8. Discuss the advantages of storyboarding.
Answer
Storyboarding puts everyone on the same page, forms mutual agreement, and provides structure by putting ideas in step-by-step graphic format.

9. What are the differences between the design thinking process and the problem-solving process and why are they important?
Answer
Inspiration for ideas comes from exploration of actual people, their needs and problems. The problem’s goals and constraints are not well-defined, but are uncovered during the process.

10. What are the steps in human-centered design thinking? Briefly describe each.
Answer
Empathizing > Defining > Ideating > Prototyping > Testing

11. What is human-centered design?
Answer
Human-centered design incorporates people into the problem-solving process

12. Observation is the phase in which entrepreneurs explore problems that requires solution. Which is not a step in this phase?
1. talk to clients and conduct research for potential solution
1. determine if change is needed
1. experiment and analyze potential solution
1. None of these options is correct.
Answer
C. Experiment and analyze potential solution

13. What are some advantages of the lean process?
Answer
The lean process reduces waste and inefficiency, encourages continual improvement, and increases time and money savings

Case Questions

1. The team at AMD, the manufacturer of a chip processor, has a good grasp on how software giants build products around its processors. The teams at AMD design processors to feature attractive capabilities to the software giants by seeking input from researchers and designers on the AMD team who possess knowledge of current and upcoming trends. New processors will incorporate these trends in design. After identifying what type of problem-solving style this would be an example of, incorporate the key skills entrepreneurs must have according to the chapter and apply them in terms of the AMD team. 
Answer 
This problem-solving style is a form of Design Thinking. By soliciting input from researchers and designers, the teams at AMD are factoring in deeper input to develop insights that will guide their development work in a more systematic way. Key skills include critical thinking, design thinking, communications, integrated design, and other team skills. There are others including project management, quality systems, etc., but team skills are pretty critical, especially in a technology startup.

2. Tamika, a young entrepreneur, has been purpose-driven toward social change in her rural community. She has created solutions for pesticide runoff, erosion problems, and toxic well water. She has decided to focus more on energy conservation and local air quality. Her first client is interested in wind as a power source. Tamika is unfamiliar with wind power and needs to learn about innovative solutions for residential application. How might Tamika use creative problem-solving methods to develop solutions for her client’s request?
Answer
Tamika could use the fishbone diagram shown in this chapter to identify a clear problem statement, then develop a hypothesis to come up with a possible solution. While design thinking is another useful approach, it requires a separate course to learn and may be outside the scope of this course.

3. Based on input from his second-grade students, New York teacher Michael Schurr was able to redesign his classroom to better serve the students’ needs. In the book Design Thinking for Educators, he redesigned the cubby space to make the room semi-private and lowered the boards so that students could see the content. He made all of these changes after asking the students for input. What are some ways you could improve your classroom if your instructor asked your opinion, using design thinking tools? 
Answer
There are many possible answers here; students should focus on human-centered approaches that enhance or amplify their learning experience without adding a lot of cost. For example, the classroom could be reconfigured to create spaces for more collaborative work in one area, and more individual/creative work in another. This could entail separating group space from a small number of individual spaces where it could be possible for both group and individual work to go on at the same time.




Entrepreneurship
Chapter 7: Telling Your Entrepreneurial Story and Pitching the Idea

Review Questions

1. ________ is like the origin story for a brand.
1. problem-solution narrative
1. purpose
1. mission statement
1. vision statement
Answer
A. problem-solution narrative

2. Identify the correct terms used in this text for setting SMART goals.
A. specific, measurable, attainable, relevant, time-bound
B. specific, marketable, attainable, relevant, time-bound
C. specific, measurable, achievable, relevant, timely
D. specific, measurable, attractive, relevant, time-bound
Answer
C. specific, measurable, achievable, relevant, timely

3. What is defined as the thing your organization does that people will pay for or contribute to?
1. earnings statement
1. profit proposition
1. value for revenue proposal
1. value proposition
Answer
D. value proposition

4. When an entrepreneur’s story becomes part of the mythology of a corporation and its purpose, this is known as a/an ________.
A. mission statement
B. vision statement
C. purpose statement
D. corporate narrative
Answer
D. corporate narrative

5. When someone supports your products and your brand so much that they begin speaking on your behalf in person and on social media, they are known as a/an ________.
A. brand advocate
B. corporate narrative sponsor
C. impetus
D. entrepreneurial drive
Answer
A. brand advocate

6. In previous decades, a term for a related phenomenon was “Keeping up with the Joneses.” This refers to a sense that if we are not living our best life, having the most fun, enjoying the best foods, fashion, and so on, then we are not living the life we should. This term can refer to both a short-term concern and a general anxiety that others are enjoying life more than we are.
A. brand advocacy awareness
B. FOMO, or fear of missing out
C. “Jonesing”
D. happy ever anxiety
Answer
B. FOMO, or fear of missing out

7. [bookmark: _Hlk29285403]Pitches have different purposes, depending on the target audience. The constant in every pitch is that it ________.
A. must be short
B. makes a request for support
C. includes six elements and about ten slides
D. is derived from a corporate narrative
Answer
B. makes a request for support

8. An abbreviated pitch that you memorize is called an elevator pitch. Meant to be given in person, is should be ________.
A. brief
B. memorized
C. connected to a request for more time to make a more complete pitch
D. All of these options are correct.
Answer
D. All of these options are correct.

9. A graphic worksheet that sets forth the value proposition of any startup and allows you to identify stakeholders, and key inputs and outputs is the ________.
A.  business model generator
B.  business model canvas
C.  business mobility canvas
D.  business meditation and creativity matrix
Answer
B. business model canvas

10. An agreement between an individual employee and a company that states that innovations belong to the company, even if an individual makes substantial contributions.
A.  nondisclosure agreement
B.  work-for-hire agreement
C.  noncompete clause
D.  patent
Answer
B. work-for-hire agreement

11. A ________ is a license granting exclusivity, as in the exclusive rights to manufacture and sell a specific product.
A. patent
B. UI
C. nondisclosure agreement
D. noncompete clause
Answer
A. patent

12. Numerical measurements providing data on how people use a product or service results in ________ data.
A. qualitative
B. quantitative
C. lean
D. build-measure-learn
Answer
B. quantitative 

13. More complex data indicating why and how people use or might use a product or innovation is known as ________ data.
A.  qualitative
B.  quantitative
C.  lean
D.  build-measure-learn
Answer
A. qualitative
14. The ________ is the specific request for funding, mentorship, collaborators, and/or business partners that appears in a pitch.
A.  ask
B.  request
C.  pitch
D.  contest
Answer
A. ask

15. The student entrepreneurship organization highlighted in this chapter is ________.
A. CEO
B. CFO
C. Future Entrepreneurs of America
D. Pitch Competitors International
Answer
A. CEO

Case Questions

1. The John Deere Company has one of the most enduring corporate narratives in the world. John Deere was a real person who developed an early, successful steel plow that in some ways contributed to the agricultural revolution the world over. Research and re-tell the John Deere story. What drove John Deere’s success? How does the corporation foster brand advocacy today through its media presence and publications? Some would argue that the John Deere Company has achieved the entrepreneur’s vision. Is it possible for a company to truly live up to its vision statement? Does that describe what John Deere the company did for John Deere the person, or is that an overstatement?
Answer
Responses should highlight the way innovation can lead to establishing a great entrepreneurial story and corporate narrative. They should note that no one is as good as the legend suggests but that some companies do stand the test of time and do come close to reaching the vision set forth by the founder.

2. Princeton University professor, president, and CEO of New America, a think tank dedicated to “renewing America in the Digital Age,” Anne-Marie Slaughter wrote an article for The Atlantic in 2012 called “Why women still can’t have it all.” Slaughter starkly and personally lays out the challenges of maintaining the elusive work-life balance. She advocates for taking a long-term view in one’s life and balancing the needs of family with career aspirations. Can a successful entrepreneur have it all? What do entrepreneurs’ stories and corporate narratives suggest? What do you think of the serial entrepreneur who builds a company to sell it and then takes time between ventures to spend time with family and friends? Is this version of the entrepreneurs’ story rare? If you find it to be rare, do you think this might be because it rarely happens or because it doesn’t fit social expectations of workaholic success stories?
Answer
Whether answers suggest you can or cannot have it all, they should note the fallacy in striving to create a sense of FOMO in others.

3. Design plays a major role in how investors and other audiences respond to your pitch deck, but for one startup, achieving near perfection in their slide design did not create a pathway to success. Wattage Inc. was pitched as a modular electronics company that would allow users to design their own electronic equipment from modular parts, add art and other customized pieces, and have it shipped directly to them. To take a massive market—consumer electronics—and add a customization element was incredibly ambitious. The deck made for an aesthetically pleasing failure.[footnoteRef:4] Potential investors would not open their checkbooks, but would smile and suggest that these guys could always go into business making pitch decks for other startups.[footnoteRef:5] The innovation that promised to make us all inventors failed, at least for now, but it can teach us many lessons about developing pitches. View Wattage’s pitch deck (https://drive.google.com/file/d/0B95cJ2uw4oQlSm5rSTEwU0NZLUk/view) to learn more.  [4:  Jeremy Bell. “Well, We Failed.” Medium. May 5, 2017. https://medium.com/inside-wattage/well-we-failed-77e795e16ecf]  [5:  Taylor Lorenz. “Everybody Kept Telling This Startup That Its Pitch Deck Was Beautiful—But They Didn’t Invest.” Business Insider. May 12, 2015. http://www.businessinsider.com/wattage-pitch-deck-couldnt-save-startup-from-failure-2015-5] 

A. Can great design hurt a pitch presentation? How, or if no, why not?
B. What do you think was missing if investors loved the pitch deck, appreciated the tactile prototypes, and yet decided not to invest?
C. There is a “go-big-or-go-home” sentiment to this kind of startup that tries to shake up a massive marketplace. After visiting these links and reviewing what Wattage Inc. was trying to build, could you come up with a scaled-down or more focused version of the concept that might work? One issue with this type of startup is that it can only target very large investors. How might you build different pitch decks targeting different types of investors (electronics investors, those who invest in value-added customization products, modular tech enthusiasts, and so on)?
Answer
Responses should include references to concepts of utility and practicality. Even great-looking pitches can bomb if there is no market there. Recall that fertile markets can pull successful products out of average teams, and there is almost no such thing as an innovation so wondrous that it creates its own market.

4. Zappos is sometimes cited as an example of the leanest of lean startups conducting the build-measure-learn process successfully.[footnoteRef:6] The company started with no inventory and instead started taking orders to ship shoes to customers who ordered online. They let the market pull the inventory needs out of their startup rather than buying a store of shoes and hoping to sell them all. Their inventory was their local shoe stores. They started out buying their inventory at retail price and then marking up a surcharge for the service of seeking, sorting, and shipping. [6:  Anastasia. “How the Build-Measure-Learn Cycle Really Works.” Cleverism. July 26, 2015. https://www.cleverism.com/how-build-measure-learn-cycle-really-works/] 

There may not be many pairs of shoes worth more than retail price, but people were willing to pay for convenience, and Zappos could measure popular sizes, brands, and trends in ways that would help them anticipate inventory needs as they grew.
A. In what ways is the Zappos lean startup story about feedback?
Answer
The original Zappos team could use their actual sales to get feedback on what their customer liked and did not like about their experience (styles, sizes, men vs. women, etc.) and quickly adapt given their lean model and structure. Feedback was key to both better serving customers and attracting new ones, as well as scaling their business in a unique way.
B. Ideate a potential startup, besides a food delivery service, built around efficiently or conveniently packing and shipping something others have already made.
Answer 
Students should focus their answer on identifying an unmet need (e.g., on-demand delivery of fresh fruits: there is new startup selling produce that grocers will not buy due to appearance standards at a 30% discount), a customer segment this need is linked to, and a solution that can deliver real value to them. There are lots of options here, so they should hopefully avoid ideating on a solution that largely exists (Blue Moon, Hello Fresh, Door Dash, Post Mates, etc.)

C. Ideate a potential startup where you could conceivably earn revenues even when buying your inventory at retail price. What makes you think some online customers would pay a premium? What kind of business learning would you have to do to improve on the Zappos lean startup model?
Answer 
Students should consider a true niche business built around scarcity, like Gilt Groupe or a similar model where they can resell hard-to-find but desirable items. Again, there are lots of options (luxury items, specialty apparel, sporting goods, shoes, etc.), but the items must have utility and a large enough target for the items to be valuable to the customers, and not violate a manufacturer’s IP or trademarks on reselling. There are a number of entrepreneurs doing this by buying deeply discounted items at retailers (toys are one example) and reselling them.

D. As soon as a retailer or other service provider notices that a startup is making a profit adding convenience to their existing business infrastructure, what is to keep them from entering the marketplace? Are there any protections for the service you propose? How might you protect such a business?
Answer
The students’ answer should include an understanding of the value chain in this example. For example, The Trunk Club created a unique value chain in curating, procuring, and selling high-end men’s clothing (mainly casual) to men in a monthly box. Erik Nordstrom, CEO of Nordstrom, studied this model and considered copying it, but decided it would be too costly and timely to duplicate it, as The Trunk Club had built close relationships with clothing vendors and their loyal customers in both online and off-line channels. In the end, Nordstrom acquired The Trunk Club for a reported $25 million and ran it as a stand-alone business. Other protections include proprietary processes, algorithms, etc. 

5. Entrepreneur.com is cited or referenced several times in this chapter, but even contributors to this publication, which relies on serving a culture of entrepreneurs as part of its value proposition, sometimes question its own community’s trends. Their article, “We’ve Become So Obsessed with ‘Innovation’ That It’s Now Meaningless” challenges a perceived overuse of the term “innovation.” Read the article here: https://www.entrepreneur.com/article/249408. 
Look for news of college pitch competition winners. Are they all truly innovations? Find a college pitch competition, business model competition, or elevator pitch competition winner who truly is innovative, and find ones, perhaps, who are variations of Uber—delivering stuff and charging a premium for convenience and little more.
1. Do you agree with the guest commentary published in Entrepreneur.com? If so, why? If not, why not? 
Answer
Students who agree should find examples of startups from competitions (or Shark Tank) that did not truly serve an unmet or under-met and real customer need. Many of them improve on current solutions but not enough to make customers switch and pay more for the product/service. Those who disagree should find examples of startups that made a measurable difference in customers’ experiences or lives or both. For example, The Bee Corp (https://www.thebeecorp.com/) was founded by IU undergraduate Ellie Symes. Ellie studied beekeeping and found a large unmet need to help keep beehives from failing. She won $100K in a BP competition at IU, and later added a new analytics service to track beehives via an IoT system. 

1. What can you do in your work as an entrepreneur to develop value propositions that go beyond what can be dreamt up in a classroom? 
Answer
Student answers should demonstrate their knowledge and understanding that the “real world” is the environment where ideas are born (in the vast majority of cases), and that some domain knowledge (like the co-founders of Warby Parker cited in an earlier chapter) and experience (like Kevin Plank, the founder of Under Armour, who learned by making and selling undershirts out of the basement of his grandmother’s house) help validate and accelerate the process from idea to concept to MVP to a viable VP and business.

1. What can you read and do to come up with truly fresh ideas? What places can you visit? What networks and mentors can you tap? 
Answer
Students should mention some key journals (Entrepreneur, Inc. and Popular Science) along with going to science museums, trade shows, and libraries. They should see if there is a local startup co-workspace, incubator, or accelerator they can visit (many have ongoing events and education seminars that are free to students). Mentors can include professors, local business owners, or even their family or friends of their parents who have started a business. Many universities have informal and formal mentor programs.

1. How can you as an individual move past an “innovation” obsession to solve people’s problems.
Answer
One way is to remember that there are three key elements to identifying a real opportunity: a real unmet need, an idea that serves that need, and the capability to execute on the solution.

1. Can you be more than another college innovator? Can you be a superhero entrepreneur?
Answer
This is  an open-ended question. Most if not all students should answer yes! They should expand by saying that if they can get experience in a key field and be exposed to some innovation in the workplace, they are likely to come up with a viable startup idea. Becoming a superhero entrepreneur is possible, but they should acknowledge that this achievement is rare. Both insight and experience, along with finding and working with the right people, along with some luck, will be necessary.




Entrepreneurship
Chapter 8: Entrepreneurial Marketing and Sales

Review Questions

1. What are the differences between traditional and entrepreneurial marketing?
Answer
Traditional marketing focuses on managing an established brand, uses reminder advertising and greater resources, and continues to do what works for a company. Entrepreneurial marketing uses unconventional practices to help start-ups and smaller firms gain a competitive edge with a smaller budget.

2. What is a target market? Why is it important to know the target before creating the marketing mix?
Answer
A target market is a group of people that a product or service seeks to satisfy. Knowing the target market helps create strategies that reach that group of people.

3. What are the components of the marketing mix? Explain each component.
Answer
The marketing mix is the basic structure used in marketing to help marketers create strategies based on a specific target. Students can use the definition of each of the 7Ps here.

4. What is the difference between pricing a product based on what a competitors charge and pricing a product based on the company’s costs?
Answer
Pricing based on what competitors charge takes into account their current prices. A company may choose to go above, below, or match their price. Pricing based on a company’s costs takes into account its internal climate, meaning its own product costs, and can choose to add a specific percentage of profit on top of those costs. Usually, newer businesses will choose this tactic.

5. Check out the website http://www.flyzipline.com/. Who is the target market? What are their 7Ps?
Answer
The target market is people who live in remote areas (such as some regions in Africa) and don’t have access to the basic products such as vaccines and medicines. Service: Delivery of life-saving products such as blood, vaccines, or medicine. This happens with a small plane that flies a certain route and has a parachute-landing system. Promotion: Website itself, social media, coupons, word of mouth. Place: There are distribution centers that send these planes to hard-to-reach regions. Price: Varies by weight, no specifics. Process: Order through text, items are packed at the distribution center, the plane is sent to deliver items, and the plane returns to the distribution center. People get the delivery within 30 minutes. People: Employees who pack items and launch the planes, the customers who need the lifesaving items. Physical environment: Plane and packaging.

6. What is market research? Why is it important to do research before you start a business?
Answer
Market research is the process of collecting, analyzing, and interpreting data to answer a specific question or set of questions. It is useful in gathering information about the target market, its lifestyle, its behavior, its preferences, uses for products, its competition, and to reveal opportunities to the entrepreneur. The answer here could be extensive, as research provides information about customers, competitors, products, etc.

7. How does primary data differ from secondary data?
Answer
Primary data are collected firsthand by the entity that seeks to find an answer to a question. This can be done through surveys, focus groups, interviews, and other means. Secondary data have been collected by another entity for the purpose of answering general questions. Primary data can be more expensive due to the time and effort necessary to gather the data. Secondary data can be free from sources such as the US Census Bureau, but some can have a price as well.

8. How does STP help entrepreneurs?
Answer
The STP process helps entrepreneurs find their best customers and shows them how to best allocate resources effectively to serve them.

9. How does guerrilla marketing differ from viral marketing?
Answer
Guerrilla marketing seeks to create brand awareness in an unusual way to stand out from the crowd. These include flash mobs, quirky games on the streets, or drawings, paintings, or art forms that capture someone’s attention. Viral marketing is a message or advertisement that gets passed along many times, hundreds of thousands or millions of times on via email, social media, or text.

10. What types of activities are involved in digital marketing? Choose one and explain.
Answer
Digital marketing involves many activities used to capture and retain customers. These can include social media, online ads, blogging, influencer marketing, etc. Students can choose one and expand on what they know about the topic.

11. What is a brand? Why is it important to work toward gaining recognition for the brand, especially for a start-up brand?
Answer
A brand conveys a message and set of expectations for a consumer. It can take the form of a symbol, design, logo, name, sound, or character. For a start-up, it is necessary to create an image to help people recognize the product. The brand is an expectation of value and quality, so the more familiar people are with the brand, the more likely they will choose it in a crowded marketplace.

12. How does a tagline help with positioning?
Answer
A tagline helps customers remember the benefits and value of a brand, it is easy to remember, and helps connect customers to the identity of the brand.

13. How does a marketing plan help an entrepreneur?
Answer
A marketing plan helps the entrepreneur guide his efforts to attain measurable goals. The plan includes goals and strategies that can be used to attain and retain the target market while making a profit. This plan offers an opportunity to go deeper into the marketing aspects of a business, which usually derive from a business plan.

14. What is the difference between a marketing objective and a marketing strategy?
Answer
A marketing objective describes a goal or the end result that is being pursued; the marketing strategy is the manner in which you reach that goal.

15. What are the steps in the sales process?
Answer
Steps in the sales process include the following: doing research about prospective clients and creating a list, making an appointment to talk about your good or service, meeting with them to present a proposal, handling objections, closing the deal, and nurturing the relationship after the close.

16. How does customer service impact sales of a new business?
Answer
Customer service before, during, and after the purchase is an important aspect of getting a sale and creating a new relationship. New businesses have the advantage of personalizing the service since there are a few customers at the beginning of the process. As a company grows and expands, it becomes more difficult to ensure a high quality of service. Training and incentives to customer service reps is a good way to ensure quality continues as the business grows.

Case Questions

1. Claire is a young artist who has decided to sell her paintings to make some money while she finishes college. She doesn’t know much about promoting her work, especially through online channels. Since you are studying business, she has asked you for your advice on promoting her work to a young professional demographic who would be inspired by her message through the arts. Describe two types of promotional tools she can use to connect with her ultimate customer. 
Answer
Students may describe social media, email marketing, viral marketing, and any of the tools described earlier to show how these can connect to young audiences through online means. Social media has many uses and setting up profiles on different platforms, following influencers, and showing pictures of the art with links back to an e-commerce site can be used to promote the art. Email marketing can be used to send newsletters that inform people about her art and the meaning of it, and where to purchase it. Viral marketing can be used to create fun or dramatic videos about the artist and her art that can connect well to the audience. Students can be creative here.

1. You have recently been hired to work as a marketing manager for a boutique hotel in San Diego. This hotel is the only one of its kind and is not part of a chain. It only has 50 rooms that have been carefully designed to fit a younger, eclectic, design oriented, and higher-income demographic. The owner needs help pricing the rooms and other hotel services (see the following). Determine which pricing strategy you would use (customer-led, cost-based, competition-based, premium, etc.) for each of the following items and explain why. If necessary, look at some industry reports on how hotels price their services and decide if you should go the same route or try something else. 
1. Room rate (weekly and weekend)
1. Restaurant food
1. Parking
1. Internet and movie access
Answer
Students can choose to start with cost-led pricing since it is a new boutique hotel, but since it is an exclusive hotel, the pricing should be more premium-based since it is a small and luxurious hotel and not a chain. Pricing can be: A. Room—$175–$500 depending on day of the week. B. Restaurant food—$20–$50 average per person. C. Parking—$10–$30 per night. D. Internet—could be free; movie access $5–$10 per movie. The important aspect is for students to explain why they chose the pricing.

1. One of your classmates would like to open a food delivery service in town. This service would allow people to buy lunch or dinner through an app from a list of restaurants. She’s in the early stages of her analysis and she is asking your advice on possible sources of data that she can use. What kind of resources would you direct her to? Why?
Answer
This can range from free databases such as the US Census Bureau, American Community Survey, and/or Fact Finder to find more information about customers. Other sources can include Demographics Now, which shows customer purchase behavior for different categories, broken down by zip code, city, or region. IBISWorld can also help her to describe the industry as a whole and see its growth potential, barriers, and opportunities. She can also request syndicated research from Nielsen, Geoscape, or Scarborough to answer deeper questions that she may not be able to gather from free sources.

1. One of your classmates recently opened a new gym in an up and coming professional area. She is an accomplished trainer but has little experience in business. She asks your help in coming up with a specific target market. You share with her the STP process.
Answer
First, the trainer can segment by separating the total population by similar groups of people who have similar backgrounds, demographics, behavior, and lifestyles. In her case, she might see that there are different types of professionals in the area with different lifestyles, so she might want to separate those in different groups. Then, she should select the target that best fits her training philosophy, such as young, single professionals, who like to keep in shape with changing gym activities and who can spend up to $150 per month on a gym membership. Once she selects the right target and ensures they do need the services, they can afford them, and want them, she can then position her gym in a way that appeals to those customers.

1. Visit the current Birchbox website, its online promotions, social media, online ads, and anything you can find about its digital marketing strategies. If you were in charge of digital marketing for Birchbox, what would you include or delete from their current activities? 
Answer
This answer depends on how students view the site and their experience with similar websites. They can add or delete social media, take out pop-up boxes, or add other questions to the site. They can give recommendations on adding more promotions or ads online or on social media. They can recommend connecting with influencers online, etc. This question is open-ended.

1. Visit the Method website at https://methodhome.com/ and describe all of the branding components they use to position themselves as the best cleaning products in the US market.
Answer
The components can include the following: the logo, the website design, the copy, the tagline, the story about how the company got started, the products themselves, the pictures of regular people using them, the videos, the colors, and the designs used. All of them talk about the “good inside of the bottles.” They can describe each of these elements. There is a lot to see and many ways that the site creates an image of goodness and sleek design. Students can expand here.

1. You have recently become a supplier of heavy equipment to manufacturing plants that build automotive components. You have acquired one customer and would like to add more within the next three months. How would you go about prospecting? 
Answer
The first step would be looking for referrals and looking at the newspaper, business magazines, and other resources to find prospects to qualify them. Questions to be asked here include: Do they need my product? Can they pay for it? Would they buy it? Acceptable answers can include nything that can be researched to find suitable prospects and know more about them to get ready for a call.





Entrepreneurship
Chapter 9: Entrepreneurial Finance and Accounting

Review Questions

1. What are the different stages in a company’s lifecycle?
Answer
The different stages in a company’s lifecycle are seed stage, early stage, and maturity.

2. How do financing requirements change at different stages of a company’s lifecycle?
Answer
Early in a company’s lifecycle, financing requirements may be smaller, with the goal of proving that a concept is viable. In later stages, growth can be more extensive and expensive.

3. What are the two most common categories of financing available to an entrepreneur? 
Answer
The two most common categories of available financing are debt and equity financing.

4. What is the Small Business Administration?
Answer
The Small Business Administration is a U.S. government agency that provides support to entrepreneurs and small businesses.

5. What is an SBA loan?
Answer
An SBA loan is a loan specifically for small businesses that is backed by the SBA but whose funds are actually provided by a bank.

6. What is a charitable organization?
Answer
A charitable organization is one that does not have a profit motive but a goal of making the world a better place.

7. What is a sustainable funding strategy?
Answer
A sustainable funding strategy is a strategy that can fund a company’s operations many years into the future, not just in the short term.

8. What is social entrepreneurship?
Answer
Social entrepreneurship is a form of entrepreneurship that focuses on reducing the impact of societal or environmental problems.

9. What is crowdfunding? 
Answer
Crowdfunding is a form of fundraising, typically through a website, where many small investors can back a new idea.

10. What is bartering?
Answer
Bartering is accepting goods and services instead of cash payments.

11. What does the term bootstrapping mean in terms of startups?
Answer
Bootstrapping means financing one’s own beginning and growth, as opposed to taking out loans.

12. What purpose does an accounting system serve?
Answer
An accounting system summarizes an organization’s financial performance and provides financial information to managers and other interested parties.

13. What key terms are used in the accounting equation?
Answer
Accounting is a system of equations that measures assets, liabilities, and equity of an organization together with the revenues and expenses incurred to earn that equity.

14. How does accounting differ from finance?
Answer
Accounting is a performance measurement system while finance is the process of funding an organization’s operations.

15. What are the basic financial statements? What information do they provide?
Answer
The income statement provides revenue and expense amounts. The balance sheet provides snapshot of assets, liabilities, and equity. The statement of cash flows provides changes in cash balance from operations, investing, and financing.

16. What are projections used for?
Answer
Projections are used to provide a future oriented perspective on a company’s financial performance and condition.

17. What is a break-even point?
Answer
A break-even point is the amount of units and dollar sales needed to reach zero profitability.

Case Questions

1. Crowdfunding platforms, such as Kickstarter or GoFundMe, allow startups to access many different investors who may be able to contribute only small amounts in return for relatively small rewards. In the case of the iBackPack, those providing funds through Kickstarter were largely unaware of the company’s postfunding operations.
0. How did the lack of oversight harm investors?
0. How might this situation have been different if a single angel investor had been involved?
Answer
A. Small investors may not have the necessary expertise to access and analyze company information that managers have about a firm’s prospects. B. Larger and more sophisticated investors are better prepared to seek, obtain and analyze pertinent information about a firm’s prospects.

1. Put yourself in the shoes of the manager of a nonprofit organization, such as a homeless shelter. The ultimate goal is to help people who have suffered misfortune get back on their feet. They likely cannot afford to pay or otherwise contribute to the costs of running the shelter. Thus, you must look to other sources to help pay the bills. Visit the website https://blog.hubspot.com/marketing/engage-major-donors-foundations-list. What are some ways you might be able to attract donors for the shelter?
Answer
You can use your existing network to find new donors, give them options, let them help with challenges, appeal to their business side, and connect them with your beneficiaries.





Entrepreneurship
Chapter 10: Launch for Growth to Success

Review Questions

1. What is pivoting?
Answer
Pivoting requires a change or correction that may be difficult to test a new hypothesis about a product and its potential for growth. A pivot decision is made after going through the build-measure-learn process.

2. How is pitching different in the lean startup method?
Answer
Lean pitching is different in the sense that the presenters are increasingly required to have their business model validated by having sales and customers already that show they have a track record and that there is profit and growth possibilities.

3. What is the lean startup process?
Answer
It is a method whereby entrepreneurs create and improve their products by continuously testing them and getting immediate feedback from customers.

4. What are some examples of an MVP?
Answer
This answer could be any type of early prototype product the student comes up with, or they can mention IMVU’s early metaverse and avatar product, or the first explanation of the Dropbox product.

5. What is the success rate of businesses in the first two to ten years of life in the United States?
Answer
Twenty percent of businesses are successful within first 18 months, and only 30 percent of businesses make it to the 10-year mark. Students might also know that 50 percent of businesses close within the first 5 years.

6. How can an entrepreneur learn from failures?
Answer
Entrepreneurs can learn from failure by focusing on what worked and what didn’t in the business. Learning is a big part of being an entrepreneur, and, as the examples of Michael Jordan and Dyson show, they failed many times in order to be successful because they learned what not to do, so they continued trying. Failure needs to be managed mentally though, as this may deter people from trying, so it is important for entrepreneurs to know that failing doesn’t have to be seen as a negative but as a lesson to learn what works and what doesn’t. Houston and Ries also share that they too failed before making it big with their companies.

7. Which gender experiences more fear about opening a business? Why do you think it they are more fearful?
Answer
Females are usually more afraid of opening a business. Answers as to why may vary but may include the fact that women are not taken seriously in business, lack funding, or are trying to break in to industries that are usually male dominated.

8. What are some of the realities of business ownership?
Answer
The basic realities of entrepreneurship can be broken up into pros and cons. Some of the pros include creating their own schedule, being creative, being autonomous, or not taking orders from a boss, although customers are sort of the boss. Other possible pros are being profitable and well known. Some of the negatives that may have to be dealt with include the stress that entrepreneurs experience in feeling responsibility for their business as they wear many hats. These realities include dealing with firing and hiring of personnel, dealing with angry customers, doing most of the work themselves, and meeting financial goals. Even waning passion can be one of the downsides of entrepreneurship, but there is always potential learning from these negatives that can be turned into solutions.

9. How can entrepreneurs deal with these negative realities?
Answer
Entrepreneurs can deal with these negative aspects by preparing themselves through planning, having a good support system, and mentorship that usually helps ease the stress. In addition, entrepreneurs can benefit from creating goals that are attainable in the timeframe they have set for themselves.

10. What percentage of businesses last five years or more?
Answer
Fifty percent of businesses last five years or more. By the time ten years have passed, only 30 percent of businesses survive.

11. What percentage of US businesses are minority owned?
Answer
Twenty-nine percent of businesses are minority owned.

12. What is a lean plan and what are its components?
Answer
A lean plan follows the same path of lean methodology, which means that is short, fast, and effective in putting down goals, managing them, and evaluating them without spending lots of time and money.

13. What are some of the items or sections that do not have to be included in a lean plan?
Answer
The executive summary, company background, and team description do not have to be included in the lean plan because this is a shorter version of the full plan, and, as such, it should only contain the most basic ideas and items that allow for flexibility and change.

14. What kind of lifecycles do businesses go through? Why?
Answer
Just like a person’s life, businesses are born, must grow, mature, and decline or be reborn. Businesses must go through this process as its resources, clients, and trends in the environment affect how they evolve.

15. How does each phase affect business decisions?
Answer
Each phase has its own effect on what kinds of decisions are important during the time. For example, when a business is launching, decisions about being able to provide the product or service, and gaining customers are very important to cover costs and at least break-even as surviving is the goal. For the growth phase, it is important to keep in mind that more employees will be needed and more processes will be needed in place, such as accounting, product management, and HR systems that will help meet the needs of a large number of employees and increased demand. During this stage, there is also the probability that a loan will be needed or that merging could occur to meet the demands of growth and management. During the maturity phase, sales and profits flatten out, and systems are more stable, processes are in place, and management and employee numbers are stable. However, companies that do not want to go into the decline phase must remain entrepreneurial and come up with new products and ways of creating products.

Case Questions

1. A friend recently heard that you won a pitching competition and she would like you to help her with her business pitch to investors. She started a company called “Fit for You,” a prosthetics company for children and adults that is using the latest materials and technology to help people live better lives. She has been in business for a year, and she uses lean methodology to innovate and create better products, but she needs capital to buy additional equipment to meet demand. She has determined that investors would be the best funding source for her needs. What should she focus on in a five-minute lean pitch to investors to secure the $120,000 for additional equipment?
Answer
The answers will vary but acceptable answers must include the notion that she must prove that her company has a viable product and that there is a market need. In addition, she must show that increasing the number of customers will increase both sales and profit. Finally, she must show that the equipment will help her meet the demand and that there is a profit for the investors as well.

2. One of your friends has recently opened a 24-hour gym for women ages 18–45. She is excited about the opening but wants to ensure that she is providing the right services to her customers and is wondering whether she did enough research up front to really figure it out. She comes to you for advice. What would you tell her?
Answer
Students may suggest that the friend use the build-measure-model for her service and provide an MVP and ask for continuous feedback from customers. They may also advise her that it’s okay to not have the perfect service in the beginning and that is can be adjusted as feedback comes in.

3. Take a look at the GEM page (http://www.gemconsortium.org/country-profiles) and click on the US link. Determine how the United States ranks in several measures on its profile. How does its entrepreneurial ecosystem compare to that of another country, such as Mexico or Canada? 
Answer
Students should compare entrepreneurship profiles from the US and other countries such as Mexico and Canada. If they try to compare reports, they will not get same key findings and the languages will be different. Focusing on the main profiles will be easier. They will find that there are dimensions such as self-perceptions, attitudes, impact, motivations, societal values, gender, and frameworks that will differ from country to country. They can compare and contrast many of these items. For example, they will notice a difference in the frameworks for entrepreneurship in each country and will see that the US has better scores in areas such as commercial and legal infrastructure, physical infrastructure, entrepreneurial finance, and cultural/social norms for entrepreneurship than Mexico and Canada. The US also shows that it has a higher percentage of fear of entrepreneurship than Mexico, and a lower percentage of intention to become entrepreneurial, yet societal values entrepreneurship in the US more than in Mexico.

4. Your best friend is a kindergarten teacher who has decided to open a new learning center where toddlers and young children can play in an interactive environment to enhance their motor skills, cognitive development, and leadership skills. She is very excited about her new entrepreneurial experience but has no idea about the challenges she may face as a young Hispanic woman in her 30s. She knows you have taken an entrepreneurship class before, so she asks for your help in figuring out where to find business resources and recommendations to overcome the challenges she may face. You are happy to help and you answer the following questions:
What kind of overall advice would you give her? What groups and resources do you think she can tap into? What are some of the challenges she may face as a minority? How can she overcome them? 
Answer
Students may mention the challenges of being a female entrepreneur, such as lack of confidence and not having networks, support, credit, savings, the business foundation, or the encouragement to be in business. They can look up one of the female organizations and browse through their services to share how education, networking, and funding opportunities can be found through these organizations.

5. You and a team of students from your university are interested in creating a virtual agent (chatbot) that can interact with humans online. You have noticed that small businesses could benefit from adding a chatbot to provide great customer service at all times of the day at a fraction of the cost. Your goal is to create chatbots for a few industries that are very customer-service intensive (realtors, restaurants, doctors’ offices, etc.), and you think you can come up with a product that can be sold to small- or medium-sized businesses. One of your team members who is a computer science major has already starting coding the first program, but you know very well that you will need lean planning to get your ideas down in writing and to pitch it to a few investors. Develop your 7Ps for one of the chatbots in bullet point format and include the target market, the positioning, and the business model that you would use to make money. 
Answer
Students can choose the industry; for example, a realtor chatbot  could answer questions for customers who are looking for homes or need industry information, bank/loan information, or information about the home-buying process. At this point, they will have enough information to do the 7Ps, target market, positioning, and business model. Answers will vary.

6. You and your business partner have been in business for five years selling cellphones and other accessories. Recently, you noticed that the market is quite saturated, and your competition is very high. Your sales have been flat for the last year and a half, and no matter what promotions or cellphones you carry, you can’t seem to improve your sales. You also realize that the industry is mature, and it will be difficult to make money unless something drastic changes. What kind of changes do you think you can implement to expand your business? 
Answer 
First, you can try to determine the key factors affecting your sales (product, price, promotion, channel/partners, etc.). Then, develop a few quick and simple options you can execute quickly. Next, talk to customers who are using your product to find out why they are. Then try to reach customers who are not using your product to find out why they are not. Finally, decide on the best option and execute it for 6 months. The key changes you can implement must minimize major changes to your product but could include aggressive promotions (as well as bundling phones with accessories and service plans), investments in customer service, new channel partners, and new marketing campaigns to draw in new customers.





Entrepreneurship
Chapter 11: Business Model and Plan

Review Questions

1. According to Ash Maurya’s typology, Airbnb is an example of what type of business model?
A. direct
B. multisided
C. open
D. marketplace
Answer
D. marketplace

2. Which startup grew from a failed podcasting company called Odeo?
A. Instagram
B. Twitter
C. StubHub
D. Groupon
Answer
B. Twitter

3. What is the job to be done of a milkshake according to Christensen’s team’s customer observation research in the Link to Learning video: https://www.youtube.com/watch?v=m3mVM_koAio&feature=youtu.be? 
A. employ Chick-Fil-A cows
B. accompany on a long morning commute
C. placate children
D. satisfy hunger
Answer
B. accompany on a long morning commute

4. What is a change, typically minor, of the current business model in an attempt to capitalize on a closely related market opportunity?
A. innovation
B. disruption
C. iteration
D. increment
Answer
C. iteration

5. A tool to identify your idealized target customer and develop a better understanding of his or her environment, behavior, concerns, and aspirations.
A. jobs to be done
B. business plan
C. business model canvas
D. empathy map
Answer
D. empathy map

6. A ________ is a formal document that typically describes the business and industry, market strategies, sales potential, and competitive analysis, as well as the company’s long-term goals and objectives.
A. business plan
B. business model
C. customer empathy map
D. revenue model
Answer
A. business plan

7. Select the item that does not belong to the business model canvas.
A. market size
B. revenue streams
C. value proposition
D. customer segments
Answer
A. market size

8. The finished story benefit formula of [end customer wants] + [specific period of time] + [address objections] is designed for what component of the lean model canvas?
A. unfair advantage
B. unique value proposition
C. early adopters
D. high concept pitch
Answer
B. unique value proposition

9. How does the social business model canvas differ from the business model canvas and lean model canvas?
A. is only used by nonprofit company
B. doesn’t have customer block and investment block
C. has profit block to talk about ways the company can makes more money
D. has impact measure, surplus, beneficiary segments, and social and customer value propositions
Answer
D. has impact measure, surplus, beneficiary segments, and social and customer value propositions

10. Which of the following has the purpose of evaluating the team, the market for the concept, the financial viability, and possible pitfalls?
A. feasibility analysis
B. market analysis
C. financial analysis
D. management analysis
Answer
A. feasibility analysis

11. Which of the following has the purpose of forecasting revenue and expenses, projecting a financial narrative, estimating project cost, and projecting cash flow?
A. feasibility analysis
B. market analysis
C. financial analysis
D. management analysis
Answer
C. financial analysis

12. Which of the following identifies competitors and quantifies target customers and/or users in a specific industry?
A. feasibility analysis
B. market analysis
C. financial analysis
D. management analysis
Answer
B. market analysis

13. What assesses the prowess of the management and sufficiency of resources to bring the product or idea to market?
A. management analysis
B. operational feasibility analysis
C. financial analysis
D. cash flow
Answer
B. operational feasibility analysis

14. What are expenses that do not vary with the level of sales, such as rent, salaries, utilities, insurance and other operating expenses?
A. fixed costs
B. variable costs
C. balance sheet
D. cash flow statements
Answer
A. fixed costs

15. Which of the following is a formal document that typically describes the business and industry, market strategies, sales potential, and competitive analysis, as well as the company’s long-term goals and objectives?
A. business plan
B. business model
C. customer empathy map
D. revenue model
Answer
A. business plan

16. Which of these is not the purpose of a business plan?
A. thoroughly explain a business idea and how it will be carried out
B. planning tool and working plan over the course of several years
C. requirement to start a business
D. planning for “what-if” scenarios and explore new options
Answer
C. requirement to start a business

17. Which of these components are not in a business plan?
A. business description
B. industry and market analysis
C. financial analysis
D. None of these options is correct.
Answer
D. None of these options is correct.

18. Estimated profits and expenses of the business is included in which of the following?
A. financial analysis
B. industry and market analysis
C. operation plan
D. marketing plan
Answer
A. financial analysis

19. Who is best suited to write a business plan?
A. investor
B. founder(s)
C. consultant
D. chief financial officer
Answer
B. founder(s)

Case Questions

1. The National Association of Broadcasters launched its PILOT Innovation Challenge in 2016. The challenge is centered around a specific challenge question aimed at helping the association’s primary customers, broadcasters. The most recent challenge question was, “What is an unconventional way broadcasters and other local media could serve communities?” The PILOT organizers have contracted you to help them design their next challenge. Using your knowledge of innovation and customer-centric entrepreneurship processes, what would you advise? How would you go about determining the challenge question? What questions about innovation would you have regarding the Innovation Challenge?
Answer
Students should focus on the need (e.g., “What technologies will enable broadcasters to reach new customers who cannot access their media due to cost, infrastructure, or income?”). This would require them to think about current vs. new media and how internet access and devices/connectivity are already changing the consumer and vendor landscape. Determining the challenge would require them to do some research on these trends to come up with both a relevant and concise challenge. Questions about the IC should include the following: Who is the audience? What is the main goal of the IC? What is the cost for participating? How is it judged, and who are the judges? What are the prizes for participating (including publicity)? Can the winner get access to other resources for their innovation?  More generally they should ask these questions about innovation: What is your group’s view of innovation? How important is innovation to the mission of the NAB? Can you define innovation as it pertains to the future of broadcasting?

2. The Guidewell Innovation Center at Lake Nona Medical Center on the outskirts of Orlando, Florida, is a 92,000-square-foot facility aimed at accelerating innovation within the healthcare industries. Guidewell, the parent company of Florida Blue, brings in outside companies to help with that innovation process. One of the features of the Innovation Center is its Collaborative Resource Ecosystem. Some of the center’s strategic areas of focus are next-generation consumer engagement, computational health, well-being and human performance, digital health, and remote management, among other areas. How could Christensen’s theory of disruptive innovation and jobs-to-be-done theory help guide Guidewell’s mission? What are the prevalent business models in the strategic areas for incumbent businesses? What are opportunities for innovation for new companies? 
Answer
Students should focus their first answer on low-end disruption (e.g. low-cost ways to transport patients in a hospital) given the high cost of healthcare in the US. For the second question, they should mention the direct sale of medical devices and drugs from suppliers, along with the “fragmented” approach to delivering care in high-cost settings. The third question can be answered in many ways, depending on whether they address supplies/devices, services, or information. 

3. As youth programs face severe budget cuts, many youth sports organizations respond by raising their fees, which shifts the costs to families. Good Sports was founded in 2003, to tackle this problem by providing new equipment, footwear, and apparel to those most in need. The organization’s addressable markets include children ages five to eighteen living in low-income households, as defined by poverty data, and participating in youth sports in top fifty metropolitan service areas. This Boston-based organization has plans to expand from its three existing markets in Dallas, Chicago, and Boston to seven total markets by 2023 with a goal to serve 600,000 kids by that target date. 
A. What would a customer empathy map look like for Good Sports’ target user? What about its target customer segment? Would it or should it differ in differing markets? Is the Boston area user any different from say, an Atlanta, user?
Answer
Empathy map should include community centers, schools, nonprofits (e.g., Boys and Girls Clubs, YMCAs, etc.), faith-based groups, as well as target customers. Its target segment should be assessed in light of these stakeholders to really confirm what is missing from current solutions and resources. It would differ in some demographic aspects, which students should list: e.g., Boston is a smaller city than Atlanta; it is mainly white and Catholic/Protestant with a large African American minority, while Atlanta is large city with a very large African American community, mainly Protestant with many historic black churches and a legacy of racism.

B. Given its social mission, what are some impact measures Good Sports could use to gauge success and impact?
Answer
Students should include measures such as improvements in fitness and wellness, general well-being, related access to other programs such as competitive college sports, higher educational attainment, and others.

4. DoSomething.Org is a “global movement for good” among 6 million young people, transforming their communities across the United States and in 131 countries worldwide. This nonprofit organization constantly holds cause-based campaigns, ranging from receiving over 1 million pairs of donated jeans from teens to clothe homeless youth to cleaning up 3.7 million cigarette butts through its Get the Filter Out initiative. A past campaign, “Don’t Be a Sucker,” addressed the problem of Americans losing $5.8 billion annually and producing 8.7 billion pounds of carbon pollution by leaving unused devices plugged in. The campaign sought to slay those “energy vampires” not in use by having users unplug equipment and post a sticky note next to the outlet to remind others not to let them suck the energy dry. Further research the problem, solution and this campaign and answer the following:
A. Identify what social impact(s) the campaign addressed.
Answer
From their website: “The Problem—Americans lose $5.8 billion and produce 8.7 billion pounds of carbon pollution annually just by leaving unused devices plugged in.” The other impacts could be related to quality of life and (indirect) health issues related to this waste.

B. What impact measures could the campaign assess?
Answer
Students should find impacts like real reduction in energy costs, reductions in CO2 emissions, and related reductions in respiratory conditions in targeted cities.

C. Could a viable business be created around this problem?
Answer
Yes. Several “triple bottom line” companies have been formed to recuperate waste, remanufacture it into products (some in partnership with large corporations), and create other products for consumers who value sustainability. One of the best known companies is Terracycle, founded by Tom Szaky; it is model of a nonprofit and for-profit business model (https://www.terracycle.com/en-US/).

5. In recent years, the entrepreneurial educator and author Steve Blank began applying lean startup principles to various US governmental agencies. Through a Hacking for Diplomacy course, students at Stanford University began tackling problems for the Department of State. A former US ambassador to the United Nations, a State Department representative to Silicon Valley and senior advisor for technology and innovation, a retired US Army colonel, and other entrepreneurial educators joined Blank in applying lean startup methods to State Department issues. Then-Secretary of State John Kerry even visited the Stanford students and said he was looking forward to the solutions students develop during the ten weeks. One project that emerged was from a group calling themselves Team Space Evaders. The team was tasked with working on the problem of satellite collision. Members charted satellite positioning data and explored how information about potential collision was shared by commercial operators and governmental entities ranging from the Federal Aviation Administration to the Department of Defense.
A. Apply the lean startup methodology to identify potential customer segments and problems and solutions that students such as yourself could identify for the State Department on the issue of satellite collision.
Answer
Given the time constraints for this method, students should provide examples addressing needs like better digital linkages that enable collision avoidance, new ways to plan satellite orbit “lanes” that can minimize risks, onboard sensors that can enable satellites to make minor shifts in orbit without changing their main trajectory, or land-based solutions that can use an existing satellite with new capacity to lower the number of new launches.

B. What would a unique value proposition for a State Department solution to this issue be? How could a high-level concept pitch work when selling the concept within the State Department?
Answer
One example: transforming satellite technology to improve safety and capacity in space for all countries. The pitch should show the scope and impact (current and potential) of the program with 2 to 3 mockup renderings of several solutions. Time permitting, a very high-level cost-benefit summary of each concept could be provided to stimulate discussion.

6. Incorporated in 2003, Tesla declared in its mission statement that its goal is “to accelerate the world’s transition to sustainable transport,” and it has proven itself a leader in green technology in the automotive sector. In its initial business plan, by co-founder Martin Eberhard, the electric sports car company promised to provide the value of a high-end sports car at a lower cost to the customer and a lower environmental cost to the planet. Electric vehicles were seen as inferior to standard vehicles prior to Tesla’s innovations in creating powerful cars that piqued consumer desire. The generic automotive manufacturing business model relies on collaborative manufacturing with industry partners and a distribution model dependent on third parties. Standard cars are aimed at people and businesses with individual transportation needs. This model is commercially viable because of custom-equipped add-on features to the per-vehicle prices. 
A. Tesla’s business model is different. Identify at least three ways in which the Tesla model differs from the traditional automotive business model.
Answer
1. The Tesla model bypasses current auto franchise laws and sells in showrooms. 2. It proposes an “ecosystem” with a battery business and residential solar panel business that would link its autos in a “virtuous cycle” of sustainable living. 3. It pre-sells cars (in this case the Model-3) to gauge demand and help fund capital for manufacturing. Students might find others, e.g., its Model-S had different price points and models based on what driving range the buyer wants; it also provides software updates to current cars remotely.

7. In the mid-1990s, at least one newspaper company, the now-defunct Knight-Ridder chain, created the prototype for a tablet newspaper that very much resembles the present-day iPad. A 1994 video titled “The Tablet Newspaper: A Vision for the Future” shows off the design of a futuristic newspaper designed at the Knight Ridder Information Design Lab in Boulder, Colorado. The video went viral in 2011 after it was posted on YouTube and numerous websites and blogs. The person behind the tablet vision, Roger Fidler, had even published an essay describing a tablet future as far back as 1981. The Knight-Ridder lab shared a wall with its neighbor Apple, with executives swapping ideas and visitors. The newspaper company, focused on content creation and not the hardware side, decided to not patent its tablet design and scrapped the project because screens took too much energy, and it was too expensive. 
A. Using the components of a feasibility study, consider how the newspaper company would stack up on go-or-no-go decisions for each component of the feasibility study.
Answer
Students should describe the commercial, technical, and distribution components of this solution and how it could gain new, tech-savvy customers, retain current readers, and determine how to manage the transition (e.g., how it could serve some customers who wanted both). These components include (they will vary) technical feasibility, market/product feasibility/fit, financial feasibility, and legal (intellectual property, etc.).

B. How did the newspaper company in the 1990s fare in terms of management prowess, resource capabilities, financial viability, and market analysis? 
Answer
Students should answer that it was faring well as a large incumbent like the Bertelsmann group in Germany. In the 1990s, Knight-Ridder had fairly strong management, resources, financial viability and market understanding. However, it was the first newspaper publisher to experiment with videotex when it launched its Viewtron system in 1983. After investing six years of research and $50 million into the service, Knight Ridder shut down Viewtron in 1986 when the service's interactivity features proved more popular than news delivery.

Knight-Ridder purchased Dialog Information Services Inc. from Lockheed Corporation in August 1988. In October 1988, the company placed its eight broadcast television stations up for sale to reduce debt and to pay for the purchase of Dialog. The results of these failed experiments caused Knight-Ridder to continue to focus on print vs. digital new assets.

In 1997 it bought four newspapers from The Walt Disney Company formerly owned by Capital Cities Communications after Disney's purchase of Cap Cities mainly for the ABC television network (The Kansas City Star, Fort Worth Star-Telegram, Belleville News-Democrat, Wilkes-Barre, Times Leader) for $1.65 billion. It was, at the time, the most expensive newspaper acquisition in history.

C. Do you think the newspaper made a wise decision to abandon the project when it did? Why or why not?
Answer
Students who say yes should cite the lack of extensive and affordable wi-fi at the time as well as the lack of any viable digital tablet or other platform (e.g., the Apple Newton had failed, the iPad was years away, and no other major tech firm like Microsoft or 3-Com, etc. demonstrated a commitment or capability to execute this). Students who say no should articulate that many innovations fail at their first attempt, in part because they are “ahead of the wave” of early adopters, or that other complementary technologies (such as high speed internet and other digital innovations) are too costly to acquire or integrate. They could also state that Knight-Ridder was too focused on print media and could have diversified into some broadcast properties to help them learn and develop partnerships with innovative companies in that space. For example, Netflix was founded in the 1990s, and CEO Reed Hastings made the successful leap from DVD rental to streaming videos by investing in technology, showing patience, and taking the risk to produce the series “House of Cards” in 2013. Knight-Ridder showed a lack of vision and imagination in seeing the possibilities of digital and interactive news and information. 

8. Founded in 2013 primarily as a coding boot camp, Tech Talent South offers both part-time and full-time courses on topics like Ruby on Rails and Big Data Analytics. Most of the camp’s programs are run out of cooperative working spaces and temporary locations throughout the cities it has a presence in. The primary focus of the Atlanta-founded and now North Carolina-based company as branded in the name was on coding in the South, but the company to date has expanded to eleven markets with plans to expand even more. The founder, Betsy Idilbi, jokes that she wouldn’t have named the company Tech Talent South if she had known its full potential and growth, including being plugged into the entrepreneurial ecosystem in places such as Columbus, Ohio. The company even has offices in the northeastern city of Hartford, Connecticut.
A. Could a feasibility analysis have helped Betsy from the start? 
Answer
Yes, the feasibility analysis would have helped her consider and stack up major trends that were emerging at the time. Students should provide examples if prompted.

B. The company has expanded its business to offer corporate trainings at existing companies, rather than teaching classes directly to student enrollees. How would you identify a new potential market for Tech Talent South to enter? 
Answer
Students should mention high growth companies, universities, and community colleges as areas to study. Companies that serve the SaaS industry or sell software solutions should be included.

C. What could be done with its existing business? 
Answer
Students should mention either expanding to new locations or offering new solutions with an example.

D. How would you advise the company on making go-or-no-go decisions for entering new markets?
Answer
Students should mention having a specific screening tool (up to a full feasibility analysis template) for this.

9. You were introduced to The Cut Buddy, a plastic hair and beard grooming tool that began selling on Amazon in 2016, in The Business Plan (https://openstax.org/books/entrepreneurship/pages/11-4-the-business-plan). Following funding from the Shark Tank investor Daymond John, the company plans to expand into retail and extend its product line. 
A. How would a business plan for the company’s ecommerce business differ from a retail distribution outlet? 
Answer
Students should mention the key online tools (fulfillment, marketing, customer service, social media, etc.) that are critical to success, though some, like social media, also serve retail outlets.

B. Discuss how changes to aspects of the original business plan affected the outcome of the success of The Cut Buddy.
Answer
Students should focus on how the founder shifted his marketing plan to focus on video producers and how that small change had a profoundly positive impact in a short time.

C. What do you think should be the key markets and strategies moving forward for the company?
Answer
Students should mention the broader sector of personal care and suggest targeting other male customers with hair loss or women who want to have tools for personal hair trimming (head, eyebrows, legs, etc.) where they can modify current products to serve them effectively.

10. Pretty Young Professional, discussed in The Business Plan (https://openstax.org/books/entrepreneurship/pages/11-4-the-business-plan), failed because of disagreements among its four founders that emerged shortly after launch. 
A. If you were to launch the venture today, outline what steps you would need to take in formulating a business plan. 
Answer
Students should mention having a firm agreement (operating agreement) to lock in key roles for each founder, as well on the initial target segments, business model, and service offerings. Identifying these elements, including detail of what market or other “triggers” would require them to consider a shift or pivot, might have prevented this early major conflict.

B. What do you think the total addressable market would be, which industry classification would it fall under, and who would be the primary competition? 
Answer
Total addressable market will vary, but the site focused on recent female college graduates and current students searching for professional roles and those in their first professional roles, which adds up to over 5 million. One industry classification it would fall under is 54161, Management Consulting Services, but others should be considered. The primary competition for this company would be larger online professional placement firms like Glassdoor, Indeed, or ZipRecruiter, or it could be a number of niche or “boutique” professional services firms offering personal coaching, professional development, or other services targeted at women. This niche has grown dramatically in the past few years, especially for women re-entering the workforce, (https://www.workingmother.com/on-ramping-programs-for-working-moms). It is likely to be a very crowded space, so a credible and tangible value proposition is critical for success.





Entrepreneurship
Chapter 12: Building Networks and Foundations

Review Questions

1. What is “networking”? 
Answer
Networking is establishing connections with others to begin a mutually beneficial relationship.

2. What types of networks are created in a business relationship?
Answer
Business relationships include a company and its vendors, customers, neighbors, competitors, lenders, and other entrepreneurs.

3. What types of organizations on college campuses can provide opportunities for building social networks? 
Answer
Organizations on college campuses include academic groups, special-interest groups, alumni groups, and social clubs; some colleges are establishing social groups for online students.

4. What are some opportunities for you to develop the skills you need to establish personal relationships with people that you do not know? 
Answer
Opportunities include volunteer groups, chambers of commerce, youth sports leagues, community performing arts groups, and political party campaigns.

5. What is most likely the largest social group connected with a university? Why is being a member of this group valuable? 
Answer
Likely the largest social group connected with a university is its alumni association; most people involved with the alumni association are the most loyal to their alma mater and have financial resources through their employment; some alumni are successful business owners and are very likely to support fellow graduates.

6. How do government agencies at all levels support entrepreneurship?
Answer
Some support services include education, training, lending guarantees, advising and support for government purchases, sources of information and data analytics, networking opportunities, and regulation to support small businesses.

7. Who selects the entrepreneur’s team? Why is this important? 
Answer
Entrepreneurs select their own team members. This is important because entrepreneurs can control who is on their team and select team members who possess skills that they themselves lack.

8. Why is selecting an accountant a critical decision? 
Answer
Certified accountants have a full working knowledge of finances and stay informed of federal and state tax laws.

9. For the startup entrepreneur, what finances are considered relevant?
Answer
Personal finances and credit history are the only finances important to startup entrepreneurs. They have no business financial history yet.

10. What are some differences between large banks and small banks as they relate to an entrepreneurial startup business? 
Answer
Large banks with multiple branches may have additional support programs and products that they can tailor to an entrepreneur’s business. Making payments and getting receipts may be easier with larger banks, and expansion into new territories may be supported better by a large bank. Smaller banks generally have lower thresholds for loaning money, especially if the funds go to support a local business. Small banks have connections to local professionals who can help a startup business.

11. What resources do insurance agents have to gain industry specific information, especially about liability, operations, and challenges? 
Answer
NAICS codes provide a large amount of statistical data for all kinds of professionals to use. Insurance companies follow, track, and analyze all kinds of data per industry to assess their risks. That information is readily available online to anyone who knows how to find it.

12. What relationships are possible for sales reps and small, startup businesses? What are the benefits to each?
Answer
A sales rep for a small, startup business can be an independent contractor or an employee. Benefits of having an independent contractor include the lack of employee carrying costs such as office space, vehicle, insurance, and payroll liabilities, because most are paid on commission only. An employee who is the sales rep can perform other activities if needed and is dedicated to selling only the company’s products, so the employer is not competing against a potential competitor’s interference.

13. Why is a functional or operational business plan necessary? 
Answer
A functional or operational plan is necessary so that management knows what functions need to be done, who will do them, and when they will be done.

14. Many operational business plans provide some very specific steps to take and sometimes are very detailed. What are some situations in which rigid schedules can be a hindrance or a deterrent to effective operations? 
Answer
Rigid plans and schedules become ineffective during an emergency or crisis situation, when outside influences have changed and place new demands on the company’s performance, or when machinery or employees are not able to perform as planned.

15. What simple tools can an entrepreneur use to get organized and do what is necessary throughout the month or year? 
Answer
Excel or similar spreadsheets are very good tools in helping organize tasks, people, time, and locations. Calendars, day planners, and personal organizers available from any general office supply store or department are good tools. Electronic or paper versions are available.

16. What is benchmarking? Why is it important? What are some limitations of benchmarking?
Answer
Benchmarking is comparing one company’s performance against a major competitor’s performance or the industry or market average. Benchmarking allows a direct comparison of one company’s performance against another performance measurement so that managers can determine if their performance is below acceptable performance, comparable to acceptable performance, or exceed acceptable performance.

17. What is cash flow? 
Answer
Cash flow is money received (money in) and money disbursed (money out). This is normally determined by the amount of money deposited into a checking account and the money deducted from the checking account to pay bills.

18. What is credit? What are some “instruments” of debt? 
Answer
Credit is the promise to pay later for receiving products and services now. Some instruments of debt are accounts payable, loans, and lines of credit.

19. What are some differences between “absolute capacity” and “operational capacity”? Why do they need to be distinguished? 
Answer
Absolute capacity is the highest quantity of units that can be feasibly produced by machines or people. Operational capacity is the quantity of units that can be produced during typical conditions. Operational capacity includes down time for general maintenance, repairs, and loading machinery for additional production.

20. Explain nepotism. Why might it beneficial to an entrepreneur? Why may nepotism be detrimental to an entrepreneur? 
Answer
Nepotism is the hiring of friends or family members on the basis of close relationships rather than skills. Nepotism may be beneficial to an entrepreneur because family members may work for less money, may be willing to help out during difficult times, and may be more dedicated to the business and its owner than unrelated employees. Nepotism can be detrimental to an entrepreneur because the employee is hired because of a personal relationship with the owner rather than job skills, the familial employee may take advantage of the owner because of the family relationship, and any family event that affects the owner is likely to affect the employees too.

Case Questions

1. Smart phones are everywhere today. You probably have one nearby right now. However, access to landline phone service has not been complete for very long, and wireless service is not as widespread as many people might think. The first phone lines (landlines) connected Boston and Somerville, Massachusetts in 1877. The last town in the United States to receive landline service was Mink, Louisiana, a small community 100 miles south of Shreveport, which received landline service in early 2005. Check any major US wireless carrier, and its maps have gaps in service. Building networks of any kind takes planning, money, and time.
A. What are some similarities between an entrepreneur starting a new business in a new profession in a new market and a telephone service network? 
Answer
All connections must be made from scratch, as nothing currently exists. Problems never before experienced may need to be resolved.

B. How are the requirements for a telephone network infrastructure like those for a new entrepreneur? 
Answer
Infrastructure may have to be customized with specialty equipment (switches/poles/underground wiring), or specialty connections may be necessary (attorney/insurance).

C. What are some estimated costs, not necessarily monetary ones? 
Answer
Time to complete a network may take from a few days to many years. Some psychological costs such as fear of the unknown, risk of failure, potential rejection, or stress can be associated with connecting with new people.

D. What are some benefits to an entrepreneur who enters a market with established networks? 
Answer
Knowledge of reliable vendors, insurance agents, maintenance and repair providers such as plumbers, electricians, IT, and HVAC is easily obtained. Shared experiences of established businesses improve performance. Referrals from current businesses in the market may help growth.

E. How do established networks save the entrepreneur valuable money and time? 
Answer
Fewer mistakes are made, less time spent researching for resources, less money spent on marketing. Also, established networks have information readily available through trade associations and their publications.

F. With limited resources, what criteria should an entrepreneur use to determine priorities of spending time, effort, and money in developing networks? 
Answer
Criteria include the following: cost vs. benefits, objective of establishing networks, purpose of network, established connections within networks, and ability to contribute to other members.

G. Does each criterion have equal weight? Why or why not? 
Answer
No; developing a network that will produce sales quickly would be more important to a startup that has limited revenue. Joining an established but unfamiliar network would be beneficial for a business expanding into a new market, but immediate results may be lagging. If a specialty vendor, such as attorney or insurance agent, is needed, participating in a network that does not have a specialists would be a waste of time.

2. The Internet Association (IA, https://internetassociation.org/) was founded in 2012 as a trade association devoted to Internet-based companies. Founding companies included Google, Amazon, eBay, and Facebook. These Internet-based companies founded this new trade group because they did not have a voice in Washington, DC, with respect to potential regulations and laws. The IA has synergy—more influence as a group than each company would have individually.
A. What prompted the formation of the IA? 
Answer
Internet-based companies needed a lobby group in Washington, DC, for the purpose of education, lobbying, influencing public policy, and public awareness of the benefits of the Internet.

B. Was it for marketing purposes? 
Answer
Yes. It was formed for promoting the benefits of the Internet to businesses and individuals.

C. Management support?
Answer
Yes. It informs corporate managers on how to comply with current and upcoming regulations, share best practices, and inform of new development and trends.

D. Industry advancement? 
Answer
Yes. It promotes Internet companies and tools to the general public and government.

E. Regulatory influence?
Answer
Yes. It lobbies government officials in efforts to persuade public policy.

F. What are some secondary purposes for the IA? 
Answer
It screens information for reliability and accuracy, reduces or prevents cyberattacks by sharing information quickly, increases sales of hardware by publicizing benefits of Internet usage, and educates IT professionals on new techniques or programs.

G. How might the original purpose of the organization shift as the industry matures?
Answer
Current issues could become obsolete, new issues and problems may demand their attention, complications within a maturing industry may require other associations to form and take on some of IA’s original obligations, and global realignment of Internet companies and regulators may cause a US-based organization to become antiquated.

H. Will small companies enjoy the same benefits of the larger founding organization?
Answer
Yes., Information is shared publicly and with all members.

I. Any new venture involves substantial risks and costs. How might a new Internet startup benefit from joining the IA? 
Answer
They would have immediate access to current regulations, industry knowledge through conferences, trade magazines, website information, shifts in markets and consumer trends, and operational support through partnerships, and avenues to other markets.

J. How else do the large corporations benefit besides having a say in the political discussion in Washington, DC? 
Answer
The IA can speak for the entire industry, not just one company, so members have some indirect protection from political repercussions, and two or more companies can speak in unison against another large company member. A lawsuit against one may be defended collectively because the case may directly affect all companies.

K. What time commitment should a new business make before expecting any positive return on investing time and money in a trade association? 
Answer
The return on investing any time, money, or effort would depend upon changing situations, regulations, technology advancements, but a two-year commitment should be made with expectations of receiving few large benefits.

L. If joining the IA requires a membership fee, what determinants should you use to place a value on the amount spent for dues? 
Answer
Students should consider the following: cash flow for the first few years, what minimum amount is necessary to generate any reasonable chance of a positive return, and what time commitment is necessary to support the financial investment.

M. What benefits of a trade association may be not easily linked to membership expenses? 
Answer
Expenses not incurred because a mistake was not made is extremely difficult to monetize; nondirect promotional contacts with customers are not easily linked back to membership dues; and industry risk rating for insurance purposes may never be connected to membership.

3. In 1989, the new NFL owner of the Dallas Cowboys, Jerry Jones, fired the legendary coach Tom Landry and hired one of his former college football teammates, Jimmy Johnson, as the new head coach. Johnson faced the same problems that a new entrepreneur has: Who should be on my leadership team? What should be their responsibility? Out of twelve key coaching positions, Johnson kept only three coaches from Landry’s staff in the same positions and moved one coach to a different position. Within four years (1993), the Dallas Cowboys, under head coach Jimmy Johnson, won Super Bowl XXVII with six of the original coaches Johnson hired his first year still in the same positions. 
A. How is a startup similar to an existing organization that needs to be turned around? How are they different?
Answer
Students should focus on more specialization in experience, industry expertise, possibly prior working relationships, and a mindset on urgent improvement vs. innovation per se.

B. What are some reasons to surround yourself with others instead of taking the attitude that “I can do it myself?”
Answer
Main reasons include the need to delegate, relying on more specific skills, and the need to push decision-making to lower levels to avoid “gridlock.”

C. For any leader, what are some reasons that skills in identifying and recruiting key people are more important than technical skills?
Answer
Answers should focus on fit, style, ability to work with others, initiative, curiosity, and customer focus, which are vital in a startup and should be in addition to technical skills.

4. Every four years, the United States elects a president. Although the incumbent might be reelected, the United States is guaranteed to have a new president at least every eight years. On winning the election, the new president must identify candidates for cabinet positions. Some potential candidates decline the invitation and voluntarily withdraw themselves from consideration. Those who accept the invitation are put through an intensive screening process. The president then submits cabinet-level nominees to the US Senate for confirmation. As in any close group, recruiting and selecting individuals to join the presidential cabinet is critical for the president to achieve any objectives or goals.
A. What kind of experience is beneficial to members of a board of directors for a local performing arts group? Should they be experienced in industry? Government? Fundraising? Management? Marketing? The arts?
Answer
All of these should be included to ensure a diverse board. All members should have one or more of these attributes. It would be rare for anyone to have most of them.

B. Besides experience, what other type of backgrounds should be considered? What about board members’ ages? Education? Gender? Residency? Financial Status? Connections to local or regional major employers?
Answer
All of these should be considered, as well as prior nonprofit board experience, finance/accounting, event management, and a commitment to the organization’s mission and strategy.

C. What can a new entrepreneur learn from an executive director of a nonprofit about selecting candidates to build a winning team? How important is it that some candidates decline to join the board? How long should members be on the board?
Answer
A new entrepreneur can learn how the director built the team and why, what changes the director made and why, and what happened the director did not expect, as well as how the director uses the board members. It is not important if candidates had a valid reason for declining. Generally board members for a startup should have an initial three-year term, renewable under clear conditions and criteria.

D. How important is diversity in building a winning team? What skills must the entrepreneur perfect? What skills can be learned and developed later by the entrepreneur? Why is a variety of backgrounds, in the technical field and outside of the industry, important?
Answer
Per earlier questions, it is very important. The entrepreneur should try to perfect his leadership skills as well as team-building and coaching acumen. Later skills include leading strategy and building organizations and functions effectively as the business scales, though customer relationships are an ongoing need and obligation. The last question is vital if it refers to the board and new senior hires, as it will bring fresh outside perspectives and be helpful if the company decides or needs to diversify.

E. Who is the actual team leader? (1) Entrepreneur? (2) Strongest personality? (3) Smartest? (4) Most technically skilled? (5) Financier? (6) Most experienced in management?
Answer
This role starts with the Entrepreneur but will likely change over time. Respect, authority, and results will often dictate this role.

5. Narciso Gómez has worked in the service department at an auto dealership for about twenty-five years and has served as the service manager for the past seven years. He is qualified for retirement through the dealership but wants to open his own business. He is looking at buying a franchise, either a Jiffy Lube quick oil-change franchise that is for sale or a new SuperGlass Windshield Repair franchise. Both are automotive service and repair related, where he has plenty of experience. 
A. Besides his technical skills, what does Narciso need to consider before purchasing a franchise business?
Answer
He should consult available sources and data on franchises in this sector, consult with current franchisees, conduct his own analysis, and consider hiring a franchise consultant to help him with this analysis.

B. How might the estimated volume of work required to generate enough sales to cover his financial obligations affect his decision?
Answer
It may have a large impact, although this is typical for a startup. One advantage of a franchise is that the franchisor provides the trademark/brand, site selection services, marketing and materials, training, and usually ongoing support, which can lower a lot of the franchisee’s initial risk.

C. The Jiffy Lube business model requires a four-bay facility. What does Narciso need to calculate in developing his business plan?
Answer
Narciso needs to calculate mainly daily capacity and estimated throughput in those bays, average revenue per customer and related costs, and other data.

D. The SuperGlass Windshield Repair is an on-site repair model whereby the technicians drive to the vehicle’s location for work. What should Narciso’s main concerns be in developing a business plan for this business model?
Answer
Main concerns will be cost and time to acquire and retain customers, along with TAM and targets (office buildings, residences), the resources needed to service this market, and the services they will provide. Safelite Auto Glass would be a great business to benchmark.

6. Han Jia-ying was an office manager for a construction company until she decided to be a stay-at-home mother with her kids. Her former employer has called her to take over some administrative work at home, such as payroll processing, payroll tax filings, bookkeeping, and other general administrative work. Her employer has said that some of his customers probably could employ her for their general administrative tasks. 
A. If she works from home, what type of scheduling issues does Jia-ying face? What might be some interruptions to her ability to meet specific deadlines, such as processing paychecks each week?
Answer
One of the main issues would be how to balance her childcare hours/needs vs. the business and understand and address key overlaps. Main interruptions could be both routine and (more often) unplanned events (illness, snow days, other school cancellations, etc.) and what backups she will have.

B. If Jia-ying needs additional help, what options does she have? Would she be wise to hire an employee or seek some support from someone else? Who might that be? What problems might Jia-ying encounter when seeking a nonregular employee?
Answer
Jia-ying could use planned or on-demand childcare or possibly a partner who can take short-term assignments. Main problems would include pay and reliability, as nonregular employees will have these issues.

C. Jia-ying will need new office equipment, including a new computer, a new scanner/printer, phone service, Internet connections, and so on. However, she is not tech savvy. How might she best manage working from home by herself, especially is something goes wrong or does not work?
Answer
She should get some initial low-cost technical assistance and have a resource she can call if needed. These resources are fairly available (e.g., Geek Squad), although they are not cheap on-demand.




Entrepreneurship
Chapter 13: Business Structure Options: Legal, Tax, and Risk Issues

Review Questions

0. A not-for-profit business ________.
A. is allowed to retain earnings for use within the organization
B. must distribute profits to shareholders
C. must turn over to the government any excess earnings
D. can pay dividends to shareholders
Answer
A. is allowed to retain earnings for use within the organization

0. The term “for-profit corporation” means which of the following?
1. The business must make a profit or forfeit its status.
1. The business may make or lose money without changing its status. 
1. The business is not allowed to sell stock to the public.
1. The business must have more than 100 shareholders. 
Answer
B. The business may make or lose money without changing its status.

0. Which of the following business structures often involve two or more businesses starting a new business together?
1. sole proprietorship 
1. general partnership
1. joint venture 
1. corporation
Answer
C. joint venture

0. How is an S corporation taxed?
1. at the entity level as a corporation
1. at the owner level as if it were a partnership
1. at both the entity and owner levels
1. at a special lower rate of income tax
Answer
B. at the owner level as if it were a partnership

0. A public corporation is ________. 
1. owned or sponsored by the government 
1. owned by member of the investing public
1. owned by a combination of public and private investors
1. none of these choices are correct 
Answer
A. owned or sponsored by the government

0. A C corporation is taxed ________. 
1. at the entity level 
1. at the individual level
1. at both the entity and individual levels potentially 
1. only at the state level, not federal
Answer
C. at both the entity and individual levels potentially

0. Limited liability partnerships (LLPs) ________.
A. are normally used for firms that consist of licensed professionals such as lawyers or accountants
B. can be used for partnerships that sell services but not goods
C. are used for firms that do business across state lines
D. require that the stock be owned by fewer than 100 shareholders
Answer
A. are normally used for firms that consist of licensed professionals such as lawyers or accountants

0. A joint venture ________.
A. must be a corporation
B. can choose to be any type of entity 
C. must be either a partnership or a C corporation
D. None of these choices are correct
Answer
B. can choose to be any type of entity

0. General partners have what type of liability?
A. limited
B. joint and several 
C. joint only
D. personal only 
Answer
B. joint and several

0. Of all the business entity choices, LLCs are the most like ________.
1. S corporations
1. C corporations
1. sole proprietorships
1. joint ventures 
Answer
A. S corporations

11. LLC owners are called ________.
A. members
B. shareholders
C. limited equity investors
D. directors 
Answer
A. members

12. LLCs offer flexible tax treatment, meaning ________.
1. they can be taxed like corporation
1. they can be taxed like partnerships
1. they can be taxed like proprietorships 
1. All choices are correct. 
Answer
D. All choices are correct.

13. Sole proprietorships offer limited liability ________.
1. if you register it with the state
1. if you elect to be taxed as a corporation
1. if you have an SBA loan guarantee
1. Sole proprietorships never have limited liability.
Answer
D. Sole proprietorships never have limited liability.

14. A sole proprietorship ________.
1. pays taxes at the highest corporate rate
1. pays taxes at the lowest corporate rate
1. pays taxes at the individual rate 
1. None of these choices are correct.
Answer
C. pays taxes at the individual rate

15. Sole proprietorships ________.
1. must register with the state
1. are similar to general partnerships in terms of liability 
1. are similar to LLCs in terms of liability
1. are not allowed by law to operate outside of the US 
Answer
B. are similar to general partnerships in terms of liability

16. States can levy a sales tax on items sold online to a customer in a different state if ________. 
1. the business has a nexus with that state 
1. there is a contract between the business and the state comptroller
1. the items sold are over $300
1. the business is one that only sells foreign-made items 
Answer
A. the business has a nexus with that state


17. As a general rule, LLCs, GPs, and SPs are taxed as ________.
A. corporations
B. not taxed
C. individuals 
D. taxed twice, once as entity and once as individuals
Answer
C. individuals

18. Entrepreneurs can choose what state to incorporate in, and many choose ________.
1. New York
1. Delaware
1. California
1. Texas
Answer
B. Delaware

19. Enterprise risk management includes ________.
A. identifying risk
B. risk assessment
C. risk abatement
D. All of the choices are correct.
Answer
D. All of the choices are correct.

20. A business owner can insure against all but which one of the following?
1. earthquakes
1. a bad economy 
1. flooding
1. hurricanes
Answer
B. a bad economy

21. Examples of risk facing a business include ________.
1. human risks
1. economic risks
1. natural risks
1. All of the choices are correct.
Answer
D. All of the choices are correct.

Case Questions

0. The Big University football team, a member of the Southeastern Conference (SEC), brings in over $100 million a year in revenue, including TV rights, ticket sales, and bowl games. Seats to a game cost well over $100, and coaches are paid millions of dollars (more than anyone else at Big U, including the president). However, despite enormous revenues, universities and their football teams are considered not-for-profit organizations and pay no taxes on the $100+ million their football programs bring in. Should a university football program be allowed to exist as a not-for-profit organization? 
Answer
A university football program should be allowed to exist as a not-for-profit organization   because the Big U team has no “owners,” and profits are not distributed to shareholders. Profits are used to underwrite other activities of Big U, which is a not-for-profit educational organization.

0. Jen started a new sustainability-oriented business six years ago, making single-serve coffee pods out of recyclable paper, rather than plastic. Her company, Jen’s Pod, is now experiencing rapid growth. Jen started her company as an LLC but has been considering making a decision to incorporate. What are some of the advantages of changing to a C corporation? 
Answer
The benefits of a C corporation include some tax benefits, namely the potential to deduct the cost of employee benefits such as health, disability, and dental insurance. Additionally, C corporations can have as many shareholders as they want, from all around the world, which means access to capital in the global marketplace.

0. You are headed off to college. Some close family members decide it would be a good idea to buy a house in the college town and then rent it out to students, with you also living there and actively managing it. Assuming you and your family buy it, what form of business would you select? 
Answer
A very good choice would be an LLC. This pass-through organization would allow all the owners to get a pro-rata portion of the allowable depreciation, which might make it appear that no profit is being made, even though there is a positive cash flow. If you incorporated, this flow-through would not be possible.

0. Jackson owns and runs a small computer repair business, a sole proprietorship, out of his home, with one employee. He also goes to small businesses at their locations, mostly cleaning viruses and doing other small maintenance tasks and repairs. A family physician’s office calls him in for a repair. He sends his employee to do the repair. Unknown to him, his employee makes a copy of patients’ personal information and sells it on the dark web. Jackson ends up being sued, and the plaintiffs ask the court to allow them to access Jackson’s personal, nonbusiness bank account that also has his spouse’s funds in the account. Can the plaintiffs take that money? 
Answer
The plaintiffs can take that money. Unfortunately for Jackson and his spouse, there is unlimited personal liability in sole proprietorships.




Entrepreneurship
Chapter 14: Fundamentals of Resource Planning

Review Questions

3. What types of tangible, intangible, and funding resources exist? Give examples of each
Answer
Tangible resources include facilities, equipment, and goods, and intangible resources include intellectual property. Funding sources include personal savings, credit cards, crowdsourcing, and bank loans.

3. What is an example of a tangible resource and an intangible resource? 
Answer
Tangible resources for the small business can include machinery, equipment, inventory, buildings, vehicles, and other items designated as fixed assets such as land. Intangible resources can include patents, trademarks, and copyrights.

3. What is the PEST tool? How can entrepreneurs use it to their advantage before launching a business? 
Answer
PEST stands for political, economic, sociocultural, and technological factors. This is a tool that business owners can use to figure out the external factors that influence business resources. The advantage lies in looking at the outside environment that can affect, negatively or positively, how the business gets set up and how it is managed.

4. Why is it important to figure out costs before launching a business? 
Answer
Figuring out the costs before launching a business helps the entrepreneur evaluate the feasibility of starting and running a business. Costs such as rent, utilities, equipment, salaries, and marketing need to be included to know how much money is needed before the business opens and how much might be needed to run it. Knowing costs beforehand allows the entrepreneur to know how much money is needed before starting and how much will be needed to keep the business solvent until it generates enough sales to sustain itself.

5. What are examples of costs that must be taken into consideration before opening a business? 
Answer
Costs include purchasing or leasing facilities, equipment, furniture, or fixtures. Fixed costs that must be paid include utilities, vehicles, rent, insurance, salaries, professional services, and marketing costs, and they differ based on the type of business.

6. What is the difference between one-time costs and monthly costs? How much should an entrepreneur have of monthly costs in advance?
Answer
One-time costs are expenses that are used at the beginning of a business and are typically not repeated. One-time costs could include legal fees, organizational costs of starting a business, accounting or bookkeeping account setup costs, software purchases, or some equipment costs. Startup costs are sometimes paid for through capital or long-term loans. Monthly costs are recurring expenses that take place most months throughout the year and are paid for from revenue generated from operations. A good amount of funds to have in reserve is eighteen to twenty-four months of operating expenses.

7. Define the resource dependence theory. 
Answer
Resource dependence theory is a theory used to define how external resources affect the business operation. At the forefront of this theory is analyzing how companies acquire resources and deploy them tactically and strategically to improve the organization’s productivity and efficiency.

8. What is the life cycle of a business and how do resource needs and their associate costs shift over time?
Answer
The life cycle of a business takes into account its startup phase, growth, maturity, and rebirth or decline. Resource needs and their costs shift from phase to phase to support the cycle. During the startup phase, costs cover the basics such as initial capital, initial equipment, inventory, few employees (if any), set-up costs discussed earlier, and initial marketing/promotion. During growth, costs may increase as cash flow will be needed to expand production and the hiring of employees. This is a time of great demand, so keeping up with producing the goods/services can become difficult. Having the cash flow to expand capacity is key to making the business reach peak profits. During maturity, marketing becomes more important, as branding is what distinguishes products on the market. Outsourcing can also be required to focus only on production and tasks that create the best gains. Cutting costs becomes important in this stage. During the last stage, adapting or changing to new trends is key. In this case the costs may increase again because new equipment, ingredients, technology, or people may be needed.

Case Questions

1. Christina has always wanted to open a small neighborhood bakery, Christina’s Confections. She is currently working out of her home, earning income making cakes and baked goods for weddings, parties, and other special occasions. She would like to find a location for her bakery, as she believes there is a market, and she would like to expand her business to a retail operation. She has some money saved and her credit is good, but she is concerned that obtaining a loan will be challenging. Sales have been consistently increasing, and she now has one part-time employee, but she thinks that with a retail location she will need to hire an additional two people on a part-time basis. If she does hire staff, she will need to consider the cost of labor, how many hours she would need each of these staff, and the tasks she would need them to perform at this stage in her business operation. As a result, she will need to consider their wages as a cost of labor on top of all the other supplies, insurance, rent, advertising, point-of-sale equipment, and various other costs she did not have when she was operating out of her home. She needs to figure out how she will make money and how she will finance or pay for her new start-up costs in the retail location.
Christina needs to evaluate all the resources she would need for this enterprise and create a checklist so that she can determine if the time is right for her to take this important step with her bakery. As she progresses through the process, the questions get more specific and the answers become much more detailed. 
Review Christina’s resource needs and make a list of them.
Answer
Christina’s resource needs include the lease, utilities, insurance, consumable supplies, food ingredients, food license, more equipment, furniture, fixtures (if part of a buildout), provisions for taxes (sales, unemployment, workmen’s compensation at least for full-time employees), vehicle if making deliveries, marketing collateral and programs, point of sale system, and other business services (see the following question).

2. Going back to the preceding case question on Christina’s Confections, go over the list of resources that you created. Now that you have additional information, determine if that is a good list; if not, add or delete items that are necessary for her to run her business. What additional resources did you come up with? What can she do to ensure she can cover all her expenses?
Answer
The list may include
•	Rent (facility) or even home space
•	Utilities
•	Insurance
•	Personal vehicle
•	Furniture/fixtures
•	Oven (equipment)
•	Ingredients
•	Bakery utensils (bowls, shakers, sifters, brushes, rolling pin, cake cutters/marker, spoons etc.)
•	Employees
•	Professional services (lawyer/accountant)
•	Marketing
•	Business permit, sales permit, health permit, and fire permit

3. Consider Christina’s Confectionaries bakery example and focus on the maturity phase of her business. Describe how Christina can develop her brand to distinguish her from other bakeries and what kind of costs she can expect to incur while doing this. 
Answer
Answers will vary, but students should focus on ensuring that the logo, trademark, slogan, and communication are cohesive to showcase the bakery. They can also mention the feel these can have: luxurious, healthy, grab and go, etc. They should also include vehicles that can be used to reach their goals, such as having a well-developed e-commerce website, social media, e-mails, TV commercials, radio, and print ads that showcase the bakery. Examples of costs for a small bakery are approximately $5,000 to $20,000, and, for a larger bakery, they are approximately $25,000 to $80,000, but can go even higher if it’s a large chain. This can go into the hundreds of thousands of dollars.


Entrepreneurship
Chapter 15: Next Steps

Review Questions

1. A non-disclosure agreement protects the venture by ________.
1. outlining confidential information or knowledge that the parties do not want to share with outside, or third parties, and is considered a legally binding contract
1. sharing information that is not confidential
1. identifying key people who can access confidential information
1. identifying disclosed information for outsider use
Answer
A. outlining confidential information or knowledge that the parties do not want to share with outside, or third parties, and is considered a legally binding contract

2. Which of the following documents should be discussed and agreed upon prior to the start of the venture?
1. non-disclosure and non-compete agreements
1. non-disclosure and founder’s agreements
1. founder’s agreement and a code of conduct
1. founder’s agreement, non-disclosure, non-compete, and code of conduct
Answer
D. founder’s agreement, non-disclosure, non-compete, and code of conduct

3. The Founder’s agreement includes which of the following content items?
1. non-disclosure clause
1. personnel plan
1. buyback clause
1. marketing plan
Answer
C. buyback clause

4. According to some research on entrepreneurs, what is/are the most significant bias(es)?
1. small numbers allow for niche markets
1. entrepreneurs prefer taking action rather than planning
1. entrepreneurs tend to be over confident and optimistic
1. entrepreneurs fall for the planning fallacy 
Answer
C. entrepreneurs tend to be overconfident and optimistic

5. The law of small numbers refers to:
1. an inability to attract a large target market 
1. a target market that is too small to lead to success
1. a target market that aligns with key stakeholders
1. both a and b

Answer
D. both a and b

6. Why is it important to keep track of your assumptions?
1. Knowing the assumptions provides background information related to the projected outcomes or numerical projections.
1. Knowing the assumptions provides an opportunity support your biases.
1. Assumptions are never accurate and are therefore discredited.
1. Assumptions constantly change and therefore do not need to be tracked.
Answer
A. Knowing the assumptions provides background information related to the projected outcomes or numerical projections.

7. The Nominal Group technique ________.
1. is only used in complex decisions
1. has multiple uses for gaining feedback from participants
1. can be used with only one participant
1. restricts participant participation
Answer
B. has multiple uses for gaining feedback from participants

8. The Delphi technique ________.
1. requires participants to be in one location
1. requires participants to come prepared to the activity by researching the problem
1. requires time and commitment
1. requires collaboration in answering the questionnaire 
Answer
C. requires time and commitment

9. Acting as a mentor provides ________.
1. expert assistance to the venture startup team and self-growth for the mentor
1. opportunities to diminish relationships 
1. the mentor with professional development
1. the mentee with peer recognition
Answer
A. expert assistance to the venture startup team and self-growth for the mentor

10. A serial entrepreneur is someone who ________.
1. wants to retire
1. creates a pattern of starting multiple ventures
1. plans for a low stress future
1. plans to start the first venture
Answer
B. creates a pattern of starting multiple ventures

11. Benefits of a reflection journal include which of the following?
1. identifying patterns, biases, habits and discovering new insights
1. assigning new work responsibilities
1. identifying wasted time
1. avoid reviewing decisions that can’t be changed
Answer
A. identifying patterns, biases, habits and discovering new insights

12. Reflection journal is similar to ________.
1. a post mortem
1. a time log of your activities
1. a scrapbook of pictures
1. a record of assumptions
Answer
A. a post mortem

13. According to Dr. Grant, creatives are people who ________.
1. are procrastinators 
1. act on multiple ideas
1. plan out each detail
1. are highly confident with no doubts about their success
Answer
B. act on multiple ideas

Case Questions

1. Review the information on YouTube in this section of the chapter and conduct your own research. What evidence is there that beginning with the end in mind was part of YouTube’s founders original plan? 
Answer
With three former founders of PayPal as co-founders, they had a common vision to create a free, easy-to-use platform to post personal videos. While their first idea to use it as a dating platform failed, their overall vision was sound, and they adapted quickly to offer a more robust service.

1. Review the LuminAid story. Why did Sreshta and Stork focus on light as their business idea instead of a focus on other areas needed by survivors of a natural disaster?
Answer
One of the most urgent needs is light to help with location and rescue of victims, and they needed a lost-cost, off-the-grid lighting solution.

1. Refer to Stacy Madison’s food cart story. What was the most important insight you gained from reading about Stacy’s food cart business?
Answer
Student answers will vary, but many should mention that from the beginning, Stacy focused on customer needs and feedback, and the cart gave her a low-cost, mobile base to start and grow her business before she committed to building out a retail space.

1. Everlane started as an online clothing store focused on ethical business practices. Part of their commitment to ethical practices includes regular visits to their factories to ensure people receive fair wages and work reasonable hours, addressing environmental concerns, and being transparent in decisions and transactions, such as disclosing the cost to produce an article of clothing. With $100 million in revenue in 2016 and over 44,000 people on the waiting list for a new line of denim available this September 2018, Everlane is shaking up the fashion industry. If your new venture faced this type of competition, what actions would you take? Consider if you would adopt this same transparency strategy, become more involved in the supply chain to determine how clothing factory workers were treated at your offshore factories owned by other entities, increase brand name marketing to support the profit markup on your clothing, or some other action? What process would you use to make these decisions?
Answer
Certainly try to adopt some of this company’s practices, but confirm that these practices are a real competitive advantage for them. Key processes would be to get a full audit of our value chain upstream and labor practices, as well as decide quickly which ones to change, with related costs, and how that would impact our sales and profits. While there may a need to move quickly, we would need to prioritize and stage the changes to minimize disruption to our operations, as well as launch an integrated marketing communications campaign to let our customers know to maximize retention and possibly attract new customers based on this new business model and approach.
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