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PREFACE

This book got its start with a simple question from my mother, “What is the difference between 
what you teach and what your father did for a living?”

We were sitting shiva (which is the ancient Jewish tradition of mourning), in this case after 
the death of my father, a Polish immigrant to the United States who had been a small business 
owner for almost 50 years at the time of his death in 2003. When sitting shiva the immediate 
family mostly sits and reflects and prays for a week, so my mother, sister, and I had plenty of 
time to talk. And talking as we did, the question came up.

I gathered my thoughts for a minute. First off, I realized that throughout his life my father had 
picked up on my comments about the very rare high-growth, high-tech businesses that came 
through my class. Somehow he thought that was who I had as my run-of-the-mill student. That 
was funny to me, because in teaching entrepreneurship for nearly 20 years, fewer than a dozen of 
the several hundred business plans I worked on involved high-growth, high-tech firms.

But thinking about what my father heard, I realized that I talk about two sets of rules, one for 
when I have a potentially high-growth business and another for the more conventional businesses 
that most of my students start and that my own father had mastered three times in his life. The 
answer to my mother came out this way:

Conventional Small Businesses	 High-Growth Ventures

Imitation	 Novelty

Autonomy	 Involve key others

Control as goal	 Growth as goal

Financial independence	 Wealth

Fund with your own money	 Fund with other people’s money

Cash flow as key	 Profits as key

Cash crunch? Tighten belt	 Cash crunch? Sell more

The list goes on, and you will have a chance to see it in Chapter 1. You will discover that the 
list exemplifies the prevention versus promotion focus discussed in Chapter 2, but this list gives 
you an idea of the difference. I told my mother that when I am teaching to students who have 
really big dreams, I try to get them to create businesses that would be innovative, using new tech-
nologies or markets. These would be businesses that could grow to be big businesses, creating 
major wealth for their founders. The founders are in it for the wealth. They expect to go after 
others’ investment in the business and they expect to give away some of their autonomy along 
with their stock. My father’s businesses were imitative, businesses like those already existing. He 
did the businesses to have a comfortable income and wanted to limit his growth to what he could 
comfortably control personally. No investors, no one second-guessing him. When times got 
tough, my father would cut his expenses; in a high-growth business that’s when it needs to sell 
more. My father’s business was built on his personal reputation, while high-growth firms try to 
maximize the reputation of the firm or its products.

I kept talking, but as I listened to myself, I realized that I had never seen a book that talked 
about small business the way I described it. I have students who have started such businesses—in 
fact, the vast majority of my students have started businesses in their own ways much like my 
father’s three firms. I continue to help out those alums with advice, just as I did my father and 
his business. But in the end, what was important was that they were a different kind of business, 
and I felt that no book really addressed it that way anymore.

That was why I decided to write this book, and get Richard to join me in the effort. Why  
Richard? Because I knew a person with a story like his would make a great co-author for a book 
like this. His story goes like this:

When Jerry first asked me if I would be interested in co-authoring a new small 
business management text, I was a bit reluctant. Where would I create time for such a 
daunting task? I asked myself. But when he described his vision—a text about starting 
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and managing the type of small businesses that we patronize every day—restaurants, 
beauty salons, plumbing companies, lawn care firms—I became enthusiastic. Yes, I 
definitely wanted to be part of a project that would deal with the 98 percent of 
businesses that start small and stay that way, not the 2 percent that become CNNs, 
Oracles, and Dells.

In many ways, I exemplify the type of entrepreneur for whom we wrote this book: 
people who start and operate the many ordinary enterprises with which you do 
business every day.

Unlike Jerry, I come from a family of employees. Neither of my grandfathers and 
none of my many uncles and aunts were ever business owners. My father began 
working as an employee while he was still in high school, and he continued as an 
employee until his retirement. I, on the other hand, started my first entrepreneurial 
enterprise the summer I was 12. I began my first “real” business the summer I was 
18. In the years since, I have started several businesses and purchased three. In 
between businesses I have been, as my father and his father, an employee.

Not a single business that I have owned has ever been high tech, high growth, or 
even high innovation. I started every one either because I needed a source of income 
right then or because I expected to lose my current job very soon and didn’t want to 
live on unemployment. I have been an owner-manager in the electrical sign business, 
structural steel erection, light manufacturing, consumer electronics retailing, real 
estate brokerage, construction, farming, and lodging.

Why so many businesses, you may ask. My mother probably would say that I have 
a short attention span. However, the real answer is that each time I started a business 
I took the first opportunity available, not necessarily the best opportunity. And what 
was the result? Some, such as the Grandview Sign Service Co., went broke (but not 
before it paid for flying lessons). Signgraphics, Inc. was sold. Paul’s Sound Shop was 
a victim of recession. The real estate brokerage was financially very successful, but I 
hated the business. When my top-producing salesman finally passed his broker’s 
exam, I eagerly made a deal for him to buy the company. I am still actively engaged 
in construction and in the lodging industry.

My interest in entrepreneurship as a field of study stems from this varied experience. 
I asked myself many questions, including, Why did I just make a living in the sign 
business, while Ted Turner made himself a billionaire from the same beginnings? Why 
is it that Paul’s Sound Shop didn’t become a retail behemoth as Best Buy did, although 
both started about the same time? And am I a success because I made money in several 
different businesses, or a failure because none became big businesses? This book is 
largely the result of my search for answers to these questions.

Together, Richard and I crafted our approach for Entrepreneurial Small Business, and as we 
will point up in the business planning chapter, all plans start with a vision.

The ESB Vision
In Entrepreneurial Small Business, you will not find a lot on venture capital, and very little on 
strategic concepts like “first to market.” What you will find is a lot of coverage of the kinds of 
businesses most people (and especially most undergraduate and lifelong learning students) really 
do start—small businesses in traditional industries and markets. These businesses are vitally 
important—we will tell you why we think so in a moment—and helping them survive has long 
been an art. Today like never before that art is supplemented by science, and that is where your 
class—and this book—can help. In ESB we try to build a book that can combine the art of small 
business survival and the science of small business success. If you can get the benefit of both 
before you get into your business, you are likely to do better than those who have to get by with 
the advice they can catch on the fly as they get started.

		  Preface	 vii
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ESB takes its information from the nearly 150 journals in entrepreneurship (https://sites.
google.com/a/slu.edu/eweb/core-publications-in-entrepreneurship-and-related-fields); generating 
new understanding of what it takes to be successful from national studies like the Panel Study of 
Entrepreneurial Dynamics (PSED) at www.icpsr.umich.edu/icpsrweb/ICPSR/studies/37203, 
where we have the benefit of the experience and wisdom of Kelly Shaver (College of Charleston) 
to help generate many of the statistics we use in this volume. We also use the Kauffman Firm 
Study (www.kauffman.org/what-we-do/research/kauffman-firm-survey-series), their Indicators of En-
trepreneurship (https://indicators.kauffman.org/), the surveys of the National Federation of Inde-
pendent Business (www.nfib.com/foundations/research-center/monthly-reports/; http://www 
.411sbfacts.com/); global studies like the Global Entrepreneurship Monitor (GEM) at www 
.gemconsortium.org; the surveys conducted by the U.S. government (conveniently gathered  
together at www.nfib.com/foundations/research-center/additional-resources/data-sources/); and 
the best of modern wisdom from experts in entrepreneurship from government, media, business, 
and the Internet. The point of ESB is to get that knowledge and make it available to you, the small 
business owner of today or tomorrow. You and your business deserve every break you can get, and 
our economy and society need you to survive and succeed.

Why is that so important? It turns out that small business is essential for big business; it is 
essential for high-technology, high-growth business; and it is essential to our communities. In a 
world of relentless cost cutting and global competition, big businesses outsource everything but 
their most critical tasks. Often the best expertise, the best service, or sometimes even the best 
price exists in small businesses. Whether it is janitorial services or new product development, big 
businesses increasingly depend on small businesses to get their jobs done.

Small business is essential to our communities in much the same way. If you come from a small 
town or a neighborhood that gets bypassed by the big chains, you know how important small busi-
nesses can be. Without small businesses there might be no places to buy products or needed ser-
vices. Big business and small communities depend on small business to get the job done.

For high-tech businesses the same argument can be made, but there is also another issue—that 
small business defines the community in important ways. If you work in IT, biotech, nanotech, 
medicine, media, or the like, when you finish your day in the lab or cubicle, where do you want to 
be? In a soulless, interchangeable town full of franchised outlets or a vibrant and diverse locale? 
These members of the “creative class,” as Richard Florida1 calls them, are demanding customers. 
They make their livings from their minds, and those minds crave stimulation, whether at work or 
at play. A big part of stimulation comes from being diverse, different, special, and that is where 
small businesses come into play. You can go to a dozen different small coffeebars and each is dis-
tinctive. Go to a dozen Starbucks and they are all pretty much the same. There are times when we 
all crave the expected, but the creative class also often craves the unexpected, and that is much 
more likely in small businesses than chains and large firms. No high-tech center can survive as a 
place to live without the excitement and variety a population of small businesses can provide.

The fact is that every small business is important for two reasons: first, because we can never 
be sure which ones are unimportant (if you can believe there could be such a thing), and second, 
it takes a lot of small businesses to support and enable one billion-dollar business.

For us, one of the lessons of the Panel Study of Entrepreneurial Dynamics (PSED) was that 
while high tech might be the ship folks hope will come in, for it to work that ship needs to be 
supported by an ocean of small businesses. Billion-dollar high-tech companies are rare. Less than 
1 in 100,000 start-ups achieves that billion-dollar level. The irony is that nobody knows which of 
the next 100,000 start-ups is going to be that next billion-dollar business. All we can do is try and 
start as many as possible, knowing the more that get started, the greater the chance of that one 
breakthrough success.

The fact is that nearly every big business got its start as a small business. Hewlett-Packard re-
ally did start in a garage, and Walmart started small in rural Arkansas. They are giants today, but 
some part of their culture was defined in those early days when they were small businesses. 

viii	 Preface

1R. L. Florida, The Rise of the Creative Class: And How It’s Transforming Work, Leisure, Community and Everyday Life (New York: Basic Books, 2002).
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When they started, none of their founders knew they were going to become billionaires, and 
neither did their investors, bankers, lawyers, or friends. You start your business, you take your 
chances, and the rest of us hope you make it.

In the meantime, however, those hundreds of thousands of start-ups literally help support big 
business and high-tech businesses. They do this by providing jobs and wages to half the country so 
people can buy things. They do this by providing products and services to big and high-tech busi-
nesses, and they do this by training and preparing the next generation of workers and owners. 
Small businesses for the past 25 years have been the major source of new jobs created in the  
United States. While Fortune 500 businesses have cut their payrolls by millions, the slack created 
has been filled by small businesses and especially those that grow to multiple sites or multiple shifts.

When you start on the path to creating your own small business, you make life better for us 
all. Entrepreneurial Small Business is dedicated to giving you the specific help you need to get 
started and be successful.

The Sixth Edition of ESB
In each edition of Entrepreneurial Small Business we try to follow a theme. The sixth edition’s 
theme was “take it to the ‘net.” The Internet has made it possible for more people to share more 
ideas about entrepreneurship than ever before. For every major entrepreneurship magazine on-
line, like Entrepreneur.com or Inc.com, there are hundreds of websites, blogs, and YouTube chan-
nels created by entrepreneurs and business experts with a laser-sharp focus on a few issues that 
are key to them. The goal for this book was to link students to the best of what’s out there. Cura-
tion plays a big role in making the sixth edition of ESB.

We’ve added almost three dozen Learn More Online (LMO) boxes which contain some of 
the best sites on the web to learn more about topics in the text, or find applications or online 
services embodying the kinds of actions you need to take as a start-up entrepreneur. We’ve added 
over 100 new sites in the narrative of the text, and updated URLs for all of the more than 750 
websites mentioned throughout the text. Building on thought leaders in entrepreneurship from 
ESB’s fifth edition like Eric Ries, Alex Osterwalder, Steve Blank, and Alex Bruton, we have 
added new leading-edge ideas like the PESO Model of Media from Gini Dietrich, IDEO’s feasi-
bility model, and Isaac Jeffries’s fitting of it to the business model canvas, Brad Feld’s vision of 
the structure of start-up communities, and Mike Moyer’s Slicing Pie approach to figuring out 
equity for start-up teams.

As is true for every edition, there are updates throughout—updated numbers, counts, and sta-
tistics; updated URLs; updated and new examples; and updates on people from prior editions 
throughout this edition. 

Instructors using ESB asked for even more skill modules and experiential exercises, and the 
sixth edition has 54 skill modules and 102 experiential exercises. Together these represent the 
largest number of behavioral activities ever gathered in a small business or entrepreneurship text.

We continue building on the great resources available to entrepreneurs from government and 
private sources. There include the blogs of Customerdevlabs.com, Justin Wilcox’s remarkable 
efforts to make seeking out customers and workable ideas using the latest techniques and tech-
nology. But other examples abound, such as the canvases of BMfiddle.com, or the readily under-
standable approach to valuing businesses that comes from Valuations.com. We’ve added skill 
modules leveraging Facebook.com’s Audience Insights and the newly revamped Census.gov data 
access web pages.

If you look closely at the materials from others we mention and include in the text, you may 
notice that while we use many of those ideas and techniques, we don’t always follow their ap-
proach very closely. In the end, it comes from being true to our own philosophy. We started the 
preface by comparing traditional small businesses to high-growth firms. A lot of today’s models 
think first of firms in the Silicon Valley, the world’s greatest concentration of founders and inves-
tors pursuing high-growth entrepreneurship. But there are so many people creating and investing 

		  Preface	 ix
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that no one has time for a business plan—to write them or to read them. People in Silicon Valley 
proclaim “the business plan is dead!” To match their pace you create a pitch deck, a business 
model canvas, and a set of financials. Internet-driven businesses are the bread-and-butter of 
Silicon Valley’s industry.

But 99 percent of us starting businesses are not in Silicon Valley, and the vast majority of us 
are not starting Internet-driven or app businesses. We get funding from friends, family, and bank-
ers, not venture capitalists roaming the coffeeshops. When regular people (and even most an-
gels) in the rest of the country consider investing, they want to see a business plan. And for 
businesses that will take years to become successful—most manufacturing, most professions, 
most services, and even most retailing and wholesaling—you need to think through how you will 
operate and fund yourself for the years it will take until your business matures into its best self. 
An app can go from zero to operational in a weekend (that’s what StartupWeekend.org and hack-
athons are all about; look at the story of InvisibleGirlfriend.com) and live through 10 iterations 
within the first week. An accounting firm, or a restaurant, or a new backpack will take longer to 
get going and be made successful.

In Silicon Valley, entrepreneurs are thick on the ground. There is expertise everywhere, so you 
ask for it, or trade for it, or buy it. In Silicon Valley you are known by the team you’ve assembled. 
The team is the best indicator of your business’s capabilities. But in the rest of the country, the 
majority of businesses consist of only the entrepreneur, or the entrepreneur and one other per-
son, and often while there are other entrepreneurs and help around, it takes a lot more effort to 
find them and get what you need. So an approach where you, the entrepreneur, have to be more 
self-reliant, more do-it-yourself, is essential to getting done the crucial jobs of starting a business 
everywhere but Silicon Valley. ESB talks about accounting, marketing, human resources, and a 
host of other topics in more depth than lean business practices or business model canvas ap-
proaches typically do. In the end, lean business practices are often all about the high-growth (aka 
“scalable”) businesses, while ESB is focused on the traditional “main street” businesses that make 
up the bulk of our economy and our lives. Where lean approaches can help main street busi-
nesses, we use them. But we stay true to our focus on the businesses you are most likely to start.

As you will see in the acknowledgments, we get feedback from many professors, instructors, 
and students. We work hard to use these insights to improve the coverage, flow, and usefulness 
of the text for students and faculty alike. This involves a few major changes among many small 
changes such as these:

Chapter 1: The chapter is updated in terms of the statistics on small business and the web-
sites, people, and businesses profiled. We’ve added material on the entrepreneurial process to 
help better explain our approach to the start-up process, and help those familiar with lean busi-
ness practices get a feel for the ESB approach. We’ve also included a host of new examples in this 
chapter: Robin Rath of Pixel Press as our opening vignette, Jim McKelvey of Square replacing 
Paul McCartney as the CSI entrepreneur, Snapchat’s founders replacing Jobs and Wozniak, and 
a new mini-case at the end of the chapter profiling Jolene Adams. 

Chapter 2: This chapter talks about the personality of entrepreneurs, pretty much unchanged 
from the prior edition, except for the updating of stories, URLs, and statistics. We added a new 
opening vignette on Khalia Collier of the St. Louis Surge Women’s Basketball Team; Learn More 
Online boxes on personality, competencies, women and minority businesses, second career and 
veteran entrepreneurs, and teams and family businesses; and new terms like entrepreneurial mind-
set and micro-commitments.

Chapter 3: This chapter is also updated in terms of the statistics on small business and the 
websites, people, and businesses profiled. We’ve updated the entrepreneurial environment model 
with the highly regarded work on entrepreneurial ecosystems by Brad Feld from his book Startup 
Communities. The chapter adds a skill module on using Flipboard for environmental scanning, 
and added Learn More Online boxes on daily news sources for entrepreneurs, finding help on 
using Facebook and Google advertising, and green/sustainable entrepreneurship. There is also a 
new Small Business Insight titled “The Dark Side of the Sharing Economy.”

x	 Preface
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Chapter 4: Given this chapter received a major revamp for the fifth edition, the fundamentals 
remained the same. That said, we replaced the opening vignette with one about the multi- 
talented entrepreneur Mary Elizabeth Coleman. The RBI model used in the fifth edition was 
replaced by the better-known IDEO model for assessing initial feasibility. This also led to the ad-
dition of a new skill module applying the IDEO screen, and to some updates of the classic feasi-
bility study outline. The chapter also added four Learn More Online boxes on creativity sites, 
customer-focused interviewing resources, online business model canvas resources, and landing 
page resources. New ideas included design thinking, retail arbitrage, customer job, and target 
market.

Chapter 5: Part-time businesses not only remain an important path to ownership, but are also 
increasing as a portion of all new business entrants. We replaced the opening vignette to tell the 
story of Carla Brauer and Dermestidarium Trophy Processing. This story is an exemplar of how a 
long-time avocation can change into a profitable business. Sections 5-1 and 5-2 were rewritten for 
clarity and better readability. We also added two Learn More Online boxes, one specifically relat-
ing to side businesses as part-time businesses. In addition, we updated the graphs and tables on 
numbers and types of business establishments, as well as several photos throughout the chapter. 

Chapter 6: This chapter has been extensively reworked and topic order has been reorganized 
for more logical progression. A new opening vignette features Paul Hedrick and his boot com-
pany, Tecovas. The Small Business Insight was rewritten and uses Scratch Labs as an example of 
effectual reasoning. We have updated the text to include key terms bootstrapping, bricolage, and 
lean practice. Jasmine Adams and her start-up “Smudgies” is a new example for leveraging con-
tingencies. Section 6-3, “Rewards and Pitfalls of Starting a New Business” has been revised and 
in addition, two Learn More Online boxes were added.

Chapter 7: In addition to general updating of statistics, stories, and websites mentioned, this 
chapter saw a new opening vignette, looking at the gift box company Greetabl (which will 
pop up in mentions in the rest of the book, up to the cover page of their design patent in Chap-
ter 17). Perceptual mapping was replaced by “Mapping Your Distinctive Competence” which 
was originally step 1 from Skill Module 9.4 in ESB fifth edition. The skill modules, experiential 
exercises, and appendix in the chapter got revamped because of the change to Greetabl as well 
as changes in the U.S. Census’s major data source for business, now called Census Business 
Builder. Skill Module 7.5 saw the addition of a Google Maps procedure for displaying your 
competitors.

Chapter 8: As you might guess, this chapter also received the general updating of statistics, 
stories, and websites mentioned. The RBI screen was replaced by the IDEO screen, but the big-
gest change was the replacement of the Colter Durham business plan with the plan from Red 
Jett Sweets, which first appeared in the fourth edition of ESB and was sorely missed by a lot of 
instructors. This version was completely rewritten to fit the 10+8 page model ESB now teaches. 
The chapter also added Learn More Online boxes on free online business planning programs, 
alternatives to PowerPoint for pitch decks and online résumé and cover letter builders, as well as 
terms like traction, micro-commitments, and offering circulars. A whole new section “Storytelling 
and the Art of the Pitch” tries to capture the art and science of getting your story out.

Chapter 9: In addition to the general updating of statistics, stories, and websites we’ve been 
doing for all the chapters, we worked to tighten up the customer section of this chapter, which 
received a major revision for the fifth edition. This included adding the section “Finding First 
Customers” along with changing the name of “The Perfect Customer” section to “Thinking 
about Customer Service” with a refocusing of some of the material in that section. This also led 
to adding a skill module on using Facebook Audience Insights. The “Segmenting Your Market” 
section from Chapter 10 (including the associated skill module “Identifying Target Market Seg-
ments” which is now Experiential Exercise 12) was moved here and integrated with the other 
customer-centric material, as was another Chapter 10 skill module “Finding Demographic Infor-
mation by Zip Code.” Some of the examples that were updated include 3-D printers and replac-
ing MP3 players with Bluetooth speakers. The chapter includes new Learn More Online boxes 
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on free online platforms for marketing surveys and free programs for 3-D model building. Skill 
Module 9.10 was retired in favor of Experiential Exercise 8.

Chapter 10: Structurally one of the biggest changes in ESB’s sixth edition was the rethinking 
of the promotion process of the 4 Ps of marketing. The field of marketing has coalesced around 
the PESO Model of Media developed by Gini Dietrich— reflecting paid, earned, shared, and 
owned forms of media, and their overlaps. The model really helps integrate traditional and social 
media and makes the options available to entrepreneurs and students much clearer than older 
models, so we replaced the earlier sections “Crafting Your Message” and “Conveying Your Mes-
sage” with one section titled “Promotion Using the PESO Model.” We moved substantial mate-
rial from Chapter 11 such as “Brand and Organizational Identity” and sections from 
“Distribution” including “Direct Marketing,” “Distribution Issues for Direct Marketing,” and 
“Nondirect Distribution” to Chapter 10, integrating that material in the appropriate sections of 
the PESO Model, most often in paid media. Given these changes, we removed the section “Strat-
egizing for Promotion.” Learn More Online boxes included product review sites, affiliate market-
ing sites, and free customer relationship management (CRM) online services. There were also 
minor changes to Discussion Question 5 and Experiential Exercise 5. Experiential Exercise 3 
from the fifth edition was moved to Chapter 9, Exercise 2.

Chapter 11: Aside from the general updating of statistics, stories, and websites, the biggest 
changes to this chapter were increased coverage of fulfillment by Amazon and its competitors (in 
the section formerly called “Nondirect Distribution” now renamed “Fulfillment and Nondirect 
Distribution”), and the addition of four Learn More Online boxes on coupon sites, loyalty pro-
gram management platforms, economic development sites, incubator/accelerator/co-working 
directory sites, and online floor plan builder sites.

Chapter 12: This chapter received an overhaul, beginning with a new opening vignette highlight-
ing Justin Beegel of Infographic World, Inc. The section “Why Accounting Is Important for Small 
Business Success” was rewritten for clarity and content. In “The Concepts That Make Accounting 
Work” we added qualitative characteristics of useful financial information as well as added an ex-
planation of the greater claim creditors have on assets and rewrote the accounting equation. All 
accounting illustrations and financial reports were updated and now feature Red Jett Sweets, the 
company first introduced in Chapter 8. The industry links are current live sites and the “Account-
ing Systems for Small Business” section was rewritten to reflect current standards. We added a 
Learn More Online box with links specifically for tutorial sites for accounting purposes. 

Chapter 13: This chapter, which deals with the issues of managing cash flows and completes 
the budget process, has been updated with a new vignette featuring the cautionary tale of Creata-
cor, Inc. All the learning objectives in this chapter have been rewritten and reorganized. Based 
on adopter feedback, the bank reconciliation section was moved to a new Appendix. Data on 
cash inventory were updated to 2019. The “Importance of Cash Management” section was re-
named to specify cash, not just money, and we included a new introductory paragraph giving 
justification for the topic. In “Money In/Money Out,” we updated data to reflect the most recent 
NFIB poll and also removed the dated Baby Einstein example. The “Managing Cash Flows” sec-
tion offers a new explanation as to why this topic is important and a new exhibit from the Fed-
eral Reserve is included. The Learn More Online box provides links to discussion of providing 
discounts for prompt payment. 

Chapter 14: The new opening vignette of this chapter tells the story of Bungii.com, a moving 
company that began when a college student in Kansas, Ben Jackson, got the idea for a business 
app that he believed could be developed into a profitable business. A new The Thoughtful Entre-
preneur box titled “Royalty Financing” was added. The section “Gifts via Crowdfunding” was 
rewritten to be more consistent with current law and regulations. And, of course, data were 
consistently updated throughout the chapter to include prevalent information.

Chapter 15: In the fifth edition, for this chapter we added a section on the importance and 
value of documenting business processes. In this edition, we see a new opening vignette discuss-
ing inventory theft and the importance of protecting current assets, especially in small 
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businesses. We added a relevant discussion on the risk of holding inventory. Skill Module 15.3 
was removed along with the Small Business Insight “Outsourcing Blues.” In the “Managing Op-
erations” section we added a Learn More Online box with valuable links to various outsourcing 
services and manufacturing. 

Chapter 16: Changes to this chapter include a new opening vignette focusing on the threat to 
small business computer systems caused by cyber criminals. New content was added to offer in-
sight in dealing with cyber threats. The Small Business Insight box featuring Clint Eastwood was 
removed and we simplified the discussion of compliance with regulations. We added a new chart 
on the sources of theft in retail businesses and also new discussions on protecting businesses 
from theft and managing risks inventory. Several photos were also updated to give this chapter a 
fresher look.

Chapter 17: Given the updates in this chapter for the fifth edition, relatively little was done 
this time around, aside from the usual updating of statistics, stories, and websites. Skill Module 
17.1 was revised and refocused on USA.gov instead of the NOLO.com website, and the knife 
sheath patent cover page from Hedgehog Leatherwork’s Paul Scheiter was replaced by the cover 
page for the design patent for Greetabl’s gift box developed by Joe Fischer. And in our discussion 
of intellectual property, we added how to register hashtags (e.g. #followme), along with updated 
instructions for USPTO’s TESS database in Skill Module 17.2

Chapter 18: Like Chapter 17, this chapter saw general updating in the fifth edition, and little 
beyond the usual updating of statistics, stories, and websites was needed. The opening vignette, 
“Jesse Mecham and You Need A Budget,” is new, as are the Learn More Online boxes added on 
job description websites and prehiring testing websites. A new section “Dividing Ownership in 
Nonfamily Start-Ups” was added after the section “Dividing Up Ownership and Dividends” 
which focuses on family firms. The new section builds on the work of Mike Moyer and his 
Slicing Pie model for allocating equity in bootstrapped start-ups.

When we look at the detailed list just discussed, for this edition about one-third of the ideas 
come from our own experience and discussions with our friends and colleagues at work. But it is 
important to recognize that the other two-thirds of the ideas, improvements, corrections, and 
revamps come from the suggestions of readers like you—faculty and students who are using  
Entrepreneurial Small Business to help them pursue their dreams of business ownership.

You are our target customer. Your satisfaction or dissatisfaction is central to our making this 
text work. Do you have a better idea about how to talk about something? Did we get something 
wrong? Is there something we’re missing that could help others in their entrepreneurial quests? Tell 
us. Richard’s email is richard.green@tamusa.edu and Jerome’s is jerome.katz@slu.edu. We try to 
respond to all emails, and as you can see, we do try to improve the book based on your feedback.

The ESB Package
Professors reading this are probably wondering how all this translates into helping them teach 
their courses. One way we hope to help is through providing “imitation with a twist,” which you 
will learn more about in Chapter 7. There are many other small business texts out there, and 
from an author’s perspective they can be intimidating because so many of them are so good. So 
how can ESB expect to get your attention? As you will find as you look through the book, all the 
major topics you expect to see are present—that’s the imitation that is basic to all mature indus-
tries (such as small business education).

What adds value are those aspects of the book that are distinctive—our “twists.” We give the 
specifics on how to sell, how to negotiate, how to ask for help, and how to handle a crisis, building 
from the best of research and professional practice. You will see it in small touches in the chapters, 
like in our discussion of issues such as when you get or use gifts as a way to fund start-ups, or why 
an LLC should be your default legal form of organization. We tried hard to give students the easi-
est introduction possible to the potentially frightening issues of accounting and financial reports.

		  Preface	 xiii

kat60542_fm_i-xxxvi.indd   13 18/03/20   6:49 PM



ESB is also the first book we know of that has devoted a chapter to the special needs and 
problems of part-time businesses. For this edition we have tried to cover the broadest possible 
range of writing projects used in small businesses—not just business plans, but feasibility analyses 
and industry analyses, and we’ve added business model canvases and IDEO screenings for rapid 
assessment of possibilities. We include real-life, high-quality student-written examples of the re-
ports we expect students to work up as they start their business. And all the while we tried to 
keep the ESB vision in the forefront—asking ourselves what the absolutely critical things are for 
our students to know in order to start their small businesses and succeed in them despite a lot of 
competition. We have tried whenever possible to focus on providing only what is needed, and 
what would be relevant for the traditional small businesses our students most often start.

The ESB Role/Goal/Celebration
This book started with a wife and mother’s simple question about the difference between the 
traditional small businesses her husband started and the high-growth ventures she heard about in 
her son’s stories. Today there is a groundswell of converging ideas in business, economic devel-
opment, job creation, and government showing us that the revitalization of those traditional 
small businesses is a key component of reviving our economies and communities.

That revival is more important than ever. Economists have shown us that over the past  
50 years the percentage of self-employed people has gone down. With the baby boomer genera-
tion reaching retirement, even more small businesses will be closing in the next five years. At a 
time when entrepreneurship has never been more popular in the media and public thought, the 
number of people starting businesses seems to be steadily declining.

Some believe that it is too difficult to start the everyday sorts of small businesses. Some be-
lieve potential entrepreneurs are turned off by the riskiness of going into business. We continue 
to work on this book because we believe, and say repeatedly in the text, that “help helps.” Re-
search shows that entrepreneurs who get help do better and survive longer. They beat the odds 
and decrease the riskiness. The help can come from paid professionals, from free sources like the 
SBA, SBDCs, or SCORE, or from schools and training programs, or even books like this one. 
ESB is here to give you a start and point you to the other resources that can make your entrepre-
neurial dreams work out and be successful.

In many ways it has never been easier to start businesses. You can have a professional-looking 
online business operating in a couple of hours. With the baby boomer retirements at hand, liter-
ally millions of businesses would be available for purchase, with training thrown in by the founder 
and convenient terms to pay back the purchase from cash flow (doing it that way is preferable to 
shutting down a firm and letting employees and customers go). The same studies that show 
declines in everyday self-employment also say that high-growth businesses are growing in number. 
So the entrepreneurial world is full of opportunities, and books like this are intended as a gate-
way and support to those efforts of yours.

For students, we want Entrepreneurial Small Business to be your handbook, lightning rod, and 
motivator. When you read this book in your hands or online, mark it up! If something is impor-
tant to the way you plan to run your business, dog-ear the page or print a copy from the online 
version to keep it with you. Write how something applies to your proposed or existing business. 
If you have not started a journal for business ideas, start using the margins or end pages of this 
book to hold them. If you are serious about becoming an entrepreneur and we did our job right, 
then success is measured in the material you keep and use from our book. If you are serious and 
the book did not do the job for you, let us know what we need to do better. We got this far on the 
wisdom of a network of a lot of students and faculty, and as you go through this semester, you 
become part of the network, too.

For faculty, our job as educators is not just to know about the fortunes of small business, and 
not just to help make this work, but to celebrate this. Academics have the power to legitimize 
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through their acceptance and support, and they have the power to propagate through their con-
tacts with hundreds of students and businesses a year. But most of all, we have the power to ex-
cite and to energize, most often through our own energy and support and occasionally even by 
the new opportunities and vistas we open for our students. You and all of us collectively have an 
important contribution to make to the revitalization of small business as a key component of the 
economy, just doing what you do every day.

We want to be a part of that effort with you—providing the examples to celebrate, the realities 
that help prepare our students for what they will face, and most of all the skills, knowledge, and 
resources that will prove to them that most critical of concepts in life and in small business  
success—“help helps.”

We are the authors behind Entrepreneurial Small Business. We want to help. Let us know how 
we could do so better in the future. Welcome!

Jerome A. Katz
Saint Louis University

jerome.katz@slu.edu

Richard P. Green II
Texas A&M University—San Antonio

richard.green@tamusa.edu
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ENTREPRENEURIAL SMALL BUSINESS:

Entrepreneurial Small Business provides students with a clear vision of 
small business as it really is today. It focuses on small businesses that stu-
dents might actually start versus high-growth firms dependent on venture 
capital. It presents the realities small business owners face every day and 
strategies for those starting or maintaining a small business.

There are several chapters that emphasize the distinct focus of this book.

WALKTHROUGH

Chapter 5: Small Business Entry: Paths to Part-Time 
Entrepreneurship

Part-time businesses are tremendously important as they are a major 
portion of all current entrepreneurship, and it’s the way most people enter 
into self-employment. This chapter discusses the benefits—and challenges—
of part-time entrepreneurship.
SMALL BUSINESS REALITY: 75 percent of those starting a business already 
work full time for someone else and are pursuing their new business part 
time.

Chapter 10: Small Business Promotion: 
Capturing the Eyes of Your Market

The key to building a successful business is to 
discover and meet customer needs. With this in 
hand, promoting your offering and its value to 
prospective customers is essential to making  
sales. This chapter shows how to build customer 
profiles, conduct unbiased interviews, translate 
these findings into value statements, and promote 
your firm, products, and services using social  
and conventional media.
SMALL BUSINESS REALITY: Today nearly all new 
start-ups rely on a social media strategy as an 
essential base on which to build their advertising, 
press relations, and public relations strategy.

Chapter 13: Cash: Lifeblood of the Business

All small businesses must understand how to manage the business’s cash 
flow. This chapter focuses on the basics of cash, budgets, shortages, and 
strategies to deal with cash flow problems.
SMALL BUSINESS REALITY: About 55 percent of small businesses that fail  
do so because of cash flow problems.

C H A P T E R 

Small Business 
Entry: Paths  
to Part-Time 
Entrepreneurship

5

● Carla Brauer moved from a 
hobby into a business of cleaning 
animal skulls and making wall 
mounts and jewelry items from 
the cleaned skulls. What business 
would you start if you want to 
work the business part time?
Carla Brauer
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C H A P T E R 

Small Business 
Promotion: 
Capturing the Eyes  
of Your Market

10

● Addie Swartz’s lifestyle brand, 
Beacon Street Girls, is aimed at 
two market audiences. What 
challenges are posed to this 
small business by its double-
pronged approach? How might 
this approach work to Swartz’s 
advantage?
Source: B*tween Productions, Inc.
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C H A P T E R

Cash: Lifeblood 
of the Business13

● Thomas Lemery built 
Creatacor, Inc. from a spin-off of 
GE’s corporate exhibit operations. 
Between 1987 and 2015, the 
company grew from 8 employees 
to more than 50. Jean Hatalsky 
was one of the most senior of 
these, having been with the 
company for 27 years. Who would 
ever believe that this long-time, 
loyal employee would steal a half 
million dollars from its owners?
Creatacor
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Finally . . . a book about the kinds of businesses 
your students are most likely to start!

Business Plans

Business model canvases and business plans are a part of every small 
business course. Even when a business plan may not be necessary to start 
your business, it remains critical to plan and understand your business in 
any circumstance.

Chapter 8 includes practical information helpful to any small business 
owner, such as:

●	 The elevator pitch—how to quickly get people interested in your 
business.

●	 How to translate business model canvases (from Chapter 4) into  
business plan sections.

●	 How to write your executive summary—a key component of the busi-
ness plan.

●	 Seven types of business plans and what components they should 
include.

●	 Tips on presenting your plan, such as the 13 slides of a business plan 
presentation.

Chapter appendixes contain samples of important business plan 
components:

IDEO Fast Screener (in Chapter 4)
Feasibility Plan (after Chapter 4)
Industry Analysis (after Chapter 7)
Cover Letter and Résumé (after Chapter 8)
Full Business Plan (after Chapter 8)

Additional business plan supports include online examples of feasibility 
plans and business plans in the Connect Library. One online feasibility 
study and business plan focuses on the same company, allowing you to 
see how the business developed.
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C H A P T E R  

Business Plans: 
Seeing Audiences 
and Your Business 
Clearly

8

● Krista Clement was a lifelong 
basketball player who enjoyed 
giving back to the communities in 
which she lived. When she came 
up with an idea to track student-
athlete volunteering hours, she 
created a business plan that 
described the idea and the 
resulting business for investors 
and accelerators.
Krista Clement and Helper Helper
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APPENDIX B

Red Jett Sweets Business Plan
May 2011

By: Natalie Gamez Meyer 

This document contains confidential information belonging exclusively to Red Jett Sweets and its owners. Do not quote, 
copy, or distribute without permission.

[Note to students: The plan fits with the model presented in this chapter and came in at 4,081 words and 13 pages. 
That said, you will notice not every heading given in the textbook chapter is used here. If a section does not fit with your 
plan, it can be acceptable to leave it out. If you think moving a section will make the plan easier to read, that may work 
also. You should check with your instructor or an expert, though, to make sure you don’t leave out a section important in 
your industry or to your readers. The cupcakery was opened, and was a finalist in Food Network’s Cupcake Wars. You can 
see their original submission at www.youtube.com/watch?v=CLrUdsWecDo and their competition at www.foodnetwork.
com/shows/cupcake-wars/episodes/wicked. Red Jett Sweets closed in late 2013, as a walkaway (see Chapter 6) having no 
outstanding debts, with Natalie and Christina selling the firm’s assets and going onto other businesses. Natalie is now the 
general manager for the Dallas-Fort Worth restaurant group Terra Mediterranean. She went from an independent to a 
corporate entrepreneur.]
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ESB Features
Practical Advice and Experiential Learning
To help students learn more about the benefits of small business ownership, as well as the challenges many 
small business owners face, ESB is full of practical advice and examples from true small businesses in a variety 
of industries. Its focus is to give students the tools and knowledge they need to go out and start their small 
business.

Along with over 100 end-of-chapter experiential exercises, 54 skill modules throughout the text give  
students the hands-on experience they need to start and manage a small business. Together, these materials 
provide one of the largest collections of experiential learning techniques available from any text or online  
text alternative.

Skill Modules

Going beyond telling students what-to-do, ESB’s skill 
modules give detailed how-to information on performing 
the key actions of successful entrepreneurs. These are 
resources that students can use in the course and that 
they can continue to use as they plan or grow their small 
business.

Examples include:
● Entrepreneurial Personality Overview
● Checking Ideas on the Web
● Short and Sweet Industry Analysis
● The Art of Closing
● Finding an Outsourcing Partner

Focus on Small Business

Each chapter opens with a vignette that highlights an 
entrepreneur and an aspect of a small business that 
relates to the chapter concepts. Discussion questions are 
included for students to consider as they read the chapter.

xviii	 Walkthrough

176 PART 2 Small BuSineSS PathS and PlanS

Finding a Business for Sale

Although all businesses are for sale if the price is right, finding that one perfect business is a difficult and 
time-consuming task. As you will find out by completing this skill task, businesses for sale that are easy to 
find usually are unsuitable. Businesses that are right for you are downright elusive:

 1. Decide what type of business you would be interested in buying. Write a profile of your ideal business 
to buy, specifying its industry, product or service, size, location, price, and financing.

 2. Search the Yellow Pages and the Internet to find business brokers active in your area.
a. Contact each broker and inquire about businesses that meet your criteria. Be honest in your ap-

proach. Do not represent yourself as a serious buyer, unless you are one.
b. Obtain copies of the information that the broker has concerning the businesses.

 3. Search your local newspaper, The Wall Street Journal, and Barron’s classified advertisements for the 
headings “business for sale” and “business opportunities.” On Google, search for “buy a business” to 
find websites that specialize in businesses for sale.

 4. Make a list of businesses that seem to meet the requirements that you wrote down in step 1.
 5. Contact the businesses that you have identified. Be honest in your approach. If you are doing this 

solely as a classroom exercise, explicitly say so. Remember that while the owner of the business may 
want to sell it, he or she is undoubtedly very busy and may not want to discuss the business with a 
student when there is no chance of your actually buying it.

 6. Visit a business that is engaged in the industry you have identified as being right for you. Find out the 
following things:
a. The title and publisher of the journals dedicated to the industry. You can also check out  

Skill Module 3.1.
b. The primary businesses of this type operating in your geographic area.
c. Conventional business practices:

 i. Is business done on credit?
 ii. Who are the primary suppliers to the business?
 iii. What are the sales channels of the business (direct sales, catalog, etc.)?
 iv. How is technology changing in the business?
 v. Are there any industry rules of thumb for valuing businesses?
 vi. Does the owner know of any businesses that are for sale?

 7. Obtain sample copies of the industry journals. Examine them for advertisements of businesses for sale.
 8. Make an appointment with a loan officer in the commercial loan department of a bank in your area. 

Describe what you are looking for in a business to buy.
a. Ask if the loan officer knows of any businesses for sale in your area.
b. Ask if the loan officer can introduce you to anyone who might be able to help you find a business 

for sale.

Finally, write and present a report to your class that details the efforts and results of your research.

SKILL MODULE
6.1

brokers to register by filing a simple form. Accusations of misrepresentation and fraud by bro-
kers are common in the business press.

Networking is an excellent way to find businesses for sale. While most businesses are for sale 
at any time, for competitive reasons most owners do not want to say so explicitly. Because cus-
tomers, vendors, and employees are likely to feel threatened, openly advertising a business for 
sale can lead to the loss of revenue, credit from vendors, and key employees. For these reasons, 
it is common for business owners to make their intention to sell known only to trusted confi-
dants in the industry and in the community. Attorneys, bankers, accountants, and insurance 
agents all will provide you with information only if they know that they can trust your discretion. 
You can usually get solid leads just by telling other businesspeople that you’re interested in buy-
ing a business.

kat60542_ch06_156-191.indd   176 3/4/20   5:26 PM LO

When Robin Rath was a kid, he was an avid player of video games like Metroid and Super Mario 
Brothers, and when he wasn’t playing he was designing new levels of his favorite games in his head 
and on paper. But he realized that video gaming was part art and part programming, and that 
helped him set his course. Following an undergraduate degree from Saint Louis University (SLU) 
bridging communications technology with fine and studio arts, he was positioned to realize 
his dream. 

But game producers were thin on the ground in St. Louis, so Robin’s strategy was to find jobs 
to hone his programming skills during the day and create his own firm, Roundthird, to develop 
games as his side gig on nights and weekends. His main work included stints at increasingly re-
sponsible and demanding positions at six different companies in the programming and marketing 
industries in St. Louis. Meanwhile, he and his Roundthird partner, Jon Gettys, released Radial 50 for 
IOS, a circular takeoff on the classic Breakout brick-breaking video game. Robin’s day and side gigs 
helped him develop the in-depth knowledge of programming, project planning, marketing, and 
networking which convinced him that given the right idea, he would be ready to go full time as an 
entrepreneur.

The idea that led to full-time entrepreneurship was Pixel Press, a piece of software for iPhones 
and iPads that would let regular people with no programming skills create playable games reminis-
cent of Super Mario on their Apple devices. While the idea was ambitious, it was possible, and as he 
got word out, Pixel Press got favorable press from NBC News, CNET, Fast Company, and others. 
Building on this, Robin created a Kickstarter campaign to crowdfund his dream. You can see the 
campaign and watch the original pitch at www.kickstarter.com/projects/robinrath/pixel-press-
draw-your-own-video-game. The campaign was successful, topping $100,000. With that money 
and with what he had saved, Pixel Press made it to market. Within two years, Pixel Press announced 
a partnership with Cartoon Network (CN) resulting in the Adventure Time Game Wizard, which 
would let players create games with CN characters. From the success of that partnership, Pixel 
Press went on to release its next product that represented its first foray into toys and gaming, form-
ing partnerships with Mattel and Disney to bring products to store shelves in the United States and 
internationally.

Focus on Small Business: Robin Rath, Pixel Press1
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After you complete this chapter, you will be able to:

LO 1-1 Understand the scope of small business in the United States.

LO 1-2 Differentiate between small businesses and high-growth ventures.

LO 1-3 Dispel key myths about small businesses.

LO 1-4 Identify actions key to becoming a small business owner.

LO 1-5 Recognize how small businesses are important to our economy and your community.

LO 1-6 Recognize the seven key strategies of the entrepreneurial way.
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Small Business 
Insight Boxes

These boxes include “under 
the radar” advice from real 
small business owners and 
helpful statistics from small 
businesses around the 
country.

Learn More Online Boxes

Curating the best of the Internet, 
these boxes in every chapter 
provide links to more than 500 free 
online programs, sources of 
information, apps, and services that 
have been classroom-tested and 
found to be a help for student 
entrepreneurs and their businesses.

End-of-Chapter Materials

End-of-chapter materials include:

CHAPTER SUMMARY
An end-of-chapter summary is included, 
bulleted by chapter objectives, to help 
students review the chapter material and 
study for tests.

KEY TERMS
Important technical and professional terms 
are highlighted in the text and repeated here 
(and in the end-of-text Glossary) to help 
students identify and learn.

DISCUSSION QUESTIONS
Discussion questions are included in each 
chapter that can be given as assignments or 
that can be used for in-class discussion. Suggested answers are included in the Instructor’s Manual.

EXPERIENTIAL EXERCISES
The experiential exercises include brief activities students can complete to get more information on the chapter topic, to look for 
additional resources, and to help build their competencies in a certain aspect of small business ownership.

MINI-CASE
A mini-case for each chapter is included as an additional opportunity for the student to apply the lessons of the chapter.
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parents’ birth, or where he has prior experience. The key for such exporters is the personal ties 
that make exporting predictable and safe.54

Another approach that has grown dramatically in the past 15 years is using e-commerce, 
particularly sites like eBay and Amazon, to handle global trade. The formal title for this is virtual 
instant global entrepreneurship (VIGE).55 VIGE depends on using websites like Amazon or 
eBay (for products) or Upwork (for services) to quickly establish a global presence. Many of 
these VIGE sites offer procedures, services, and web page templates that incorporate best prac-
tices for global trading. For example, eBay leads new sellers through the creation of seller and 

SMALL BUSINESS INSIGHT

GT Dave’s mom Laraine was battling breast cancer, and to help his mom at this awful time GT would make 
her kombucha tea (imagine a slightly bubbly bittersweet dark herbal tea) from the family’s recipe. They 
learned about it through their lifelong involvement in Eastern philosophies. Laraine beat the cancer, and GT 
decided to offer the tea commercially. 

At 15 he started mixing larger quantities of his tea, offering it in bottles and selling it locally in health food 
stores in his hometown of Los Angeles. He slowly grew the business to other health food stores in his area using 
nothing but his own money, profits from the business, and a $10,000 loan from his mother. While he tried to stay 
in high school, it was a tough go, and he left but kept working to get his GED and take community college classes.

● Founder GT Dave proudly showing off his Synergy kombucha drink.

Ringo Chiu/ZUMA Wire/Alamy Live News/Alamy Stock Photo

Four years after he started the business, he got his two drink lines (Kombucha and a kombucha and fruit 
drink line called Synergy) into Whole Foods Stores across California. This watershed would move Kombucha 
to national distribution and the company took off from there. Today kombucha is a $600 million industry in 
the United States, with industry growth rates of nearly 20 percent a year. It is such an attractive market that 
Pepsi and Coke have bought some of GT’s competitors to enter the space with products called KeVita and 
MOJO, respectively. Amid all this competition GT’s company, GT’s Living Foods, remains a family-owned 
business. It is widely seen as the most innovative company in the industry, with over 30 types of kombucha 
offerings, kefirs (a probiotic milk drink), yogurts and adaptogenic teas, and the industry sales leader, with 
more than half of the market. You can hear GT tell his story at www.youtube.com/watch?v=VoG4RBmOLiI.

succEss: Gt daVE and KomBucha53

e-commerce
The general term for conducting 
business on the Internet.

virtual instant global  
entrepreneurship (VIGE)
A process that uses the Internet to 
quickly create businesses with a 
worldwide reach.
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Dorsey, who had recently left the company he created, Twitter. Jim and Jack decided to pursue 
Jim’s idea of a fair payment system for small merchants, and called the new company Square. 
Square created a series of products focused on economic empowerment and by its 10th birthday 
was a public company valued at over $30 billion. 

With Square up and running, McKelvey again turned his attention to another serious prob-
lem: the perpetual shortage of programmers. His idea to combine guaranteed job placement with 
free education led him to found a nonprofit called LaunchCode. LaunchCode has trained and 
employed thousands of people and is opening centers around the nation. 

As LaunchCode began to fulfill its mission, McKelvey again handed over the management to 
others and turned his focus to other social problems. He is now a director of the St. Louis Fed-
eral Reserve, where Jim shares his entrepreneurial skills with the people running our economy. 
He is also involved in several projects to help rebuild St. Louis as a vibrant, welcoming city. “I 
have never really had a career,” McKelvey says, “just a series of problems that I care about in 
different areas of my life. Sometimes the solution is a for-profit company, sometimes a nonprofit 
charity, and sometimes it’s government. But in each case the tools of entrepreneurship create 
new solutions.”

Jim McKelvey’s story also shows the two kinds of motivation we often see driving most 
entrepreneurs. One type is based on entrepreneurs who are going into business to improve 
themselves financially or to launch an improved product or service into the market. This is 
called opportunity-driven entrepreneurship and is evident in Jim’s problem-solving efforts 
in starting Square and LaunchCode. The other type is where the person becomes an entrepre-
neur because he or she does not see any workable prospects for getting employed by someone 
else. This is called necessity-driven entrepreneurship. For Jim when graduating college, 
getting jobs as a glassblower was difficult, so his best way to pursue that dream was to 
 co-create Third Degree Glass. 

opportunity-driven 
entrepreneurship
Creating a firm to improve one’s 
income or a product or service.

necessity-driven 
entrepreneurship
Creating a firm as an alternative 
to unemployment.

LEARN MORE ONLINE

Learn more about the topics above at these sites:

Corporate entrepreneurship: Early To Rise, www.earlytorise.com/corporate-entrepreneurship/

Social entrepreneurship: Ashoka, www.ashoka.org/en-US

Independent entrepreneurship: Entrepreneur magazine, www.entrepreneur.com/

Entrepreneurship Elsewhere
As important as entrepreneurship is in the United States, it is more important elsewhere. While 
in any given year about 10 percent of the workforce in the United States is self-employed or con-
templating starting their own business, the rates in other parts of the world can be 50 percent or 
even 100 percent higher than in the United States. There is a pattern (see Figure 1.2) to which 
countries are likely to have high rates of entrepreneurship, and which will have lower rates.14

• In nations where there is little manufacturing, most industry relates to farming and extract-
ing raw materials, such as mining and forestry. In these factor-driven economies such as 
Pakistan, Jamaica, and Venezuela, entrepreneurship is essential to helping build personal 
wealth and breaking the cycle of low-wage jobs, and entrepreneurship levels are very high.

• As economies develop and go beyond basic manufacturing to a more industrialized econ-
omy as is seen in countries such as Russia, Brazil, and China, it is called an efficiency-
driven economy. In these nations, entrepreneurship becomes a key way to build the 
middle class, and a growing retail and wholesale sector grows alongside businesses serving 
the needs of large industrial concerns. Entrepreneurship levels in such economies are in 
the middle range.

factor-driven economy
A nation where the major forces 
for jobs, revenues, and taxes 
come from farming or extractive 
industries like forestry, mining, or 
oil production.

efficiency-driven economy
A nation where industrialization is 
becoming the major force provid-
ing jobs, revenues, and taxes, and 
where minimizing costs while 
maximizing productivity (i.e.,  
efficiency) is a major goal.
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 2. Which entrepreneurial competencies do you possess? Be ready 
to provide examples and explain why you made these choices. 
You can use the result of Skill Module 2.2 to aid you in this.

 3. Pick small businesses that others in the class are familiar 
with and analyze what level of professionalization they 
display. Be ready to explain the basis for your classification.

 4. Select a local family business owner or female or minority 
entrepreneur whom you admire, and research the person’s 
business and professional background. Interview this person 

if possible. What particular challenges did he or she face? 
What competencies did he or she use to overcome them? 

 5. Go through the list of reasons people give for going into  
self-employment, and identify which of the reasons seem  
to fit you. Explain why you identify with each reason. 

 6. Think about the list of reasons people give for becoming 
self-employed. If you can, interview local entrepreneurs 
about their reasons and see how your real-life examples  
fit with the national survey results.

MINI-CASE

GEORGE WASHINGTON, DISTILLER AND SEVENTH-CAREER ENTREPRENEUR105

When he stepped off the podium in front of Federal Hall in New York City on March 4, 1797, George 
Washington was probably thinking not about the presidency he just handed over to John Adams, but 
about his audacious plan to start a new career to rescue his Virginia farm, Mount Vernon, from bank-
ruptcy. For Washington, farmer, surveyor, soldier, commander, legislator, and president, this new role 
might be called his seventh career, but it was necessary.

Washington had owned a plantation for much of his adult life, and he tried to get back to it be-
tween stints as the nation’s top general and as president. By the time he could retire to Mount Vernon, 
he discovered the business was in trouble. The number of people for whom he was responsible had 
grown from 10 when he inherited the farm to 300 as he left the presidency. Unfortunately his land-
holding size and productivity had not kept pace. He was facing bankruptcy.

Knowing this even as he was preparing to end his term, Washington picked up on the idea of a 
distillery when James Anderson, a Scottish immigrant to Virginia, pitched the idea. Washington had 
shown himself supportive of inventions, having developed new ways of training mules and preparing 
wheat for market. He had even received America’s third patent.

Anderson’s idea made financial sense. Taxes on imported rum were high, and this was putting a 
crimp in the average American’s drinking habits. Back in 1797, the average American was annually 
drinking 5 gallons of distilled spirits like rum and whiskey (today the average is 1.8 gallons). So there 
was a ready market.

So, working with Anderson, Washington started with two small stills in 1797 making a 110-proof rye 
whiskey. Production grew in 1799 to 11,000 gallons sold in two versions (50 cents per gallon for regular 
and $1 per gallon for premium whiskey) and a $7,500 profit was made, making Washington America’s 
leading distiller. While Anderson could handle the role of running the distillery itself, the business side 
was in Washington’s hands. Unfortunately, he failed to train a successor. Then Washington died on De-
cember 14, 1799. The distillery passed into several hands but began a seemingly unstoppable decline 
and was closed for good in 1814.

For more information, see the Virginia Distillers Association page with video: www.virginiaspirits.
org/trail/george-washingtons-distillery-mount-vernon/; and the Business Insider video: www.youtube.com/
watch?v=5dIROe_6DuU.

CASE DISCUSSION QUESTIONS

1. What advantages would George Washington bring to James Anderson’s idea for a Virginia distillery?

2. Washington’s farm was operating even as he got the distillery off the ground. What kind of 
problems could that raise for the ex-president?

3. At his death, Washington’s distillery was the largest in the United States. Did this make 
 Washington a high-growth entrepreneur or a small business owner? Why?
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KEY TERMS

cognition, 28

action, 28

passion, 28

stakeholder, 28

perseverance, 29

promotion focus, 29

prevention focus, 29

comprehensive planners, 29

critical-point planners, 30

opportunistic planners, 30

reactive planners, 30

habit-based planners, 30

professionalization, 30

standard business practice, 30

expert business professionalization, 30

specialized business  
 professionalization, 30

minimalized business  
 professionalization, 30

entrepreneurial mindset, 32

competencies, 32

key business functions, 33

industry-specific knowledge, 33

resource competencies, 33

determination competencies, 33

opportunity competencies, 33

set-asides, 37

certification, 37

second career entrepreneurs, 38

veteran entrepreneurs, 38

organizational culture, 42

family business, 42

role conflict, 43

time management, 43

succession, 44

business life cycle, 46

emergence (stage), 46

existence (stage), 46

liability of newness, 47

success (stage), 47

slack resources, 47

resource maturity (stage), 47

micro-commitment, 47

takeoff (stage), 48

growth rewards, 49

income rewards, 49

flexibility rewards, 49

DISCUSSION QUESTIONS

 1. What are the different aspects of the entrepreneurial personality?

 2. What would be the likely impact on a start-up if the entrepreneur 
had a strong promotion focus and a weak prevention focus?

 3. Could someone with good industry-specific knowledge but 
low competency in basic business skills be successful as an 
entrepreneur in that industry? Why or why not?

 4. When does it make sense to create a business using a mini-
malized approach to professionalization? Why is that so?

 5. What are the stages of the small business life cycle? What 
stage do high-growth ventures go through that other forms 
of small business do not?

 6. What are the strengths and weaknesses of a team?

 7. What is the major challenge facing women- and minority-
owned firms? How can this be solved?

 8. What makes the situation of second career entrepreneurs 
problematic? What can they do to smooth their way?

EXPERIENTIAL EXERCISES

 1. Start by writing down which aspects of the entrepreneurial 
personality describe you the best. Then take the online 
Entrepreneurial Potential Self-Assessment at www.bdc.ca/en/
articles-tools/entrepreneur-toolkit/business-assessments/pages/
self-assessment-test-your-entrepreneurial-potential.aspx. 

Compare how you imagined yourself to what you observed 
on the online quiz. Which aspects do you agree with? Which 
do you disagree with? Are there skills you want to develop or 
refine based on the results?
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Instructor Library

The Connect Instructor Library is your repository for additional resources to improve student engagement in and out of class. 
You can select and use any asset that enhances your lecture. The Connect Instructor Library includes the resources listed 
below.

INSTRUCTOR’S MANUAL

The Instructor’s Manual includes lecture outlines, chapter summaries, descriptions of the text features, answers to end-of-
chapter materials, additional activities, and references to relevant articles.

TEST BANK

The Test Bank includes multiple-choice, true–false, and short-answer questions, along with the correct answer and a rationale 
for the answer. The Test Bank is also available in a computerized version that allows you to add and edit questions.

POWERPOINTS

PowerPoint presentations for each chapter are available to instructors and students on the Online Learning Center. Included 
are figures from the text, lecture outline material, figures that expand concepts in the books, and questions that can be used in 
class.

Manager’s Hot Seat

Now instructors can put students in the hot seat with access to an interactive program. Students watch real managers apply 
their years of experience when confronting unscripted issues. As the scenario unfolds, questions about how the manager is 
handling the situation pop up, forcing the student to make decisions along with the manager. At the end of the scenario, 
students watch a post-interview with the manager, view how their responses matched up to the manager’s decisions. The 
Manager’s Hot Seat videos are now available as assignments in Connect.

Additional Resources
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