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Chapter 2

WHAT SKILLS DO
ENTREPRENEURS
NEED?

2.1 Communication Skills
2.2 Math Skills
2.3 Problem-Solving Skills

LESSONS

CHAPTER OVERVIEW
Preview
Ask students to read the chapter title out loud and discuss what might
be covered in the chapter. Then have a student read each lesson title
out loud and describe what might be covered in the lesson.

Lesson 2.1
Communication Skills
This lesson describes techniques for effective writing, speaking, and
listening skills.

Lesson 2.2
Math Skills
This lesson reviews basic math skills of addition and subtraction, multi-
plication, averages, and percentages. The skills are applied to busi-
ness situations such as analyzing growth rates, sales tax calculations,
balancing cash, interest, and markups and markdowns.

Lesson 2.3
Problem-Solving Skills
This lesson presents a problem-solving model for making business
decisions and solving problems. Additional emphasis is placed on
group problem-solving techniques. 



The Custom Car Center

1. Why do you think a bank or other potential investors are concerned
about how a business plan is written?

2. List all of the ways that math might be used by a business.
3. How would you go about making an important decision?

BUILD A BUSINESS
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“You know, Sam, I think
we’re ready to get our

car customization business
going,” Philip said at lunch. 

“Yeah,” Sam replied, “I
think we’ve talked about it
long enough. We need to get
moving. I’m ready to be my
own boss.” 

“Yesterday, I talked to a
man with a garage for lease
up the street,” Philip said.

“Great! What did he say?”
“Well, we talked about how

much the rent would be, and
he said that he would need
the names of some references
before we could sign a lease.” 

“I’ve got some people in
mind, like my former business
teacher. I know she would be
glad to write a reference for
me.” Sam asked, “Do you
remember how to write a
business letter?”

“I think we’d better look it
up in a reference book,” Philip
answered. “If our letters aren’t
written correctly, we won’t
make a good impression. We
want people to see that we are
well prepared and know what
we are doing. After we get our
references for the lease, then
we need to go to the bank to
get a loan for our business.”

“I know,” Sam replied,
“And before we go, we need a
well-written business plan.
The business plan and the
presentation we do at the
bank will be very important

when the bank is deciding on
our loan. We’ve got to be able
to share our vision both orally
and in written form if we want
others to buy into it. I’m also
glad we are good at math.
We’ll have to do a lot of cal-
culations for our business
plan. We sure don’t want to
make any mistakes.”

“You’re right,” said Philip.
“If the loan officer doesn’t
think we can work with
money, there’s no way the
bank will loan us any. Plus,
we’ll be using math for lots of
other things once we get our
business going. All of these
things our teachers stressed in
school have turned out to be
really important.”

“They sure have,” agreed
Sam. “Communication and
math skills are really important
to entrepreneurs. Without
good basic skills, we couldn’t
get this business going.”

“You know, Sam,” Philip
said, “as we get further into
this, we are going to have to
make a lot of decisions about
our business. It is important
that we think things through
carefully. If we don’t, our
‘Grand Opening’ sign could
change very quickly to a
‘Going Out of Business’ sign.”

“You’re so right!” Sam con-
cluded. “We’ll have to devise a
decision-making method so
we make the right choices for
our business.”

TEACHING RESOURCES
Insructor’s Resource CD
• Lesson Plans, Ch. 2
• PowerPoint Slides, Ch. 2
• Video Discussion Guide, 

Ch. 2
Videocassette
• Video segment, Ch. 2
www.ideas-in-action.swep.com
• Internet Activities, Ch. 2
• Crossword Puzzle, Ch. 2
ExamView® CD, Ch. 2
Workbook, Ch. 2
Activity Masters, Ch. 2
Chapter 2 Tests A and B

BUILD A BUSINESS
• Begin the discussion of

Chapter 2 by asking students
how they think an
entrepreneur would use
communication skills, math
skills, and decision-making
skills. Emphasize the
importance of these skills to
anyone—not just
entrepreneurs.

• Students are introduced to
• the importance of writing

and presentation skills
• the importance of 

mathematics
• the importance of good

decision making
• At the end of Chapter 2,

students will be asked to
reexamine the questions for
this case in What Do You
Know Now?

WHAT DO YOU KNOW?
ANSWERS
1. The business plan is

representative of the type of
work that you do. If it is well
prepared, well written, and
well organized this shows
that you are concerned
about details and will have
a better chance of success
in your business venture.

2. Payroll, billing, inventory,
accounting, taxes,
checking, discounts,
interest, etc.

3. Answers will vary. Possible
answers might be talk it
over with friends, talk it over
with parents, make a list of
alternatives, just choose
something and do it, etc.



Businesspeople communicate by writing letters and memos,
talking on the telephone, and meeting with customers, sup-
pliers, bankers, employees, and others. To succeed as an 

entrepreneur, you will need to develop your writing, speaking, and
listening skills because you will use them every day.

WRITING SKILLS
As an entrepreneur, you will frequently com-

municate in writing with customers, suppliers, and
employees, among others. To do so effectively, 

you will need to develop your business writing
skills. Good business writing communicates

ideas clearly. It also gets results by being
positive and persuasive and by convincing 

readers that they should accept what the writer is 
communicating.

EFFECTIVE BUSINESS LETTERS 
The most common form of business writing is the business letter.

You might write letters to solicit business, respond to customer
questions, negotiate purchases, or deal with suppliers. Writing a
business letter is different from writing a letter to a friend. A certain
level of formality is necessary, and certain standards must be
respected. That doesn’t mean business writing should be difficult to
understand. If it is not understandable, the desired result may not
happen. Good business writing is clear. It is concise and coherent,
and it gets its message across simply and positively. 

Certain basic rules should be followed in writing business letters.

1. Key all formal correspondence. Send handwritten letters only
when they are intended as personal letters.

2. Be sure to spell all names correctly and have the correct
address. No matter how well written your letter is, its effect
will be dramatically reduced if you misspell the name of the 
person to whom you are writing or refer to his or her company
by the wrong name. Addressing a letter incorrectly may cause 
it to arrive late or to be returned.
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GOALS
DEVELOP good 
skills for writing,
speaking, and
listening. COMMUNICATION

SKILLS

Lesson 2.1

SCHEDULE
Block 45 minutes
Regular 1 class period

TEACHING RESOURCES
• Workbook Lesson 2.1
• Activity Master 3

FOCUS
Introduce Point out the
goals. Ask students what
they think they will learn or
why they think the goals are
important. Ask a student to
read the opening
paragraph out loud.
Motivate Ask students to
consider a business in which
the signs are misspelled,
prices are marked
incorrectly, salespeople
cannot answer questions,
and change is given
incorrectly. Ask if students
would be likely to do
business with the company
again. Ask what this scenario
implies about skills important
to entrepreneurship.

TEACH
• Explain the different kinds

of people an entrepreneur
communicates with.

• Point out the difference
between a personal letter
and a business letter.

• Explain why formal
correspondence should be
typed.

• Discuss the effect of
misspellings in names and
addresses.

• Point out why it is important
to include the date in
business correspondence.
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Today, 25 percent of
the students enrolled
at America’s top
business schools 
are from foreign
countries.

Andrews Electronics10 E. 34th Street • Baltimore, MD 21218
April 11, 20—

Ms. Jane Cartright
6028 Sareva Drive
Baltimore, MD 21209
Dear Ms. Cartright
It was a pleasure discussing the assistant manager position withyou last week. I enjoyed meeting you and was impressed by your
enthusiasm for sales. 
As you know, our products are highly technical, and selling them requires considerable product knowledge. Although yourinterpersonal skills seem outstanding and I have confidence that

with time you could learn our line and become a successful salesperson, I need someone who can begin selling our products 
immediately. I have therefore decided to offer the position to another candidate.
Thank you again for giving me the opportunity to meet you. Iwish you the best of luck in finding a position you will enjoy.Sincerely

Mark A. Andrews
Mark A. Andrews
President

Sample business letter

3. Always date your business correspondence. It may be 
necessary to refer to this date at a later time.

4. Use names and titles appropriately. Use the person’s first
name if you know him or her well. If you do not know the
person or the letter is very formal, use the person’s last name,
along with the appropriate title (Dr., Mr., Mrs., Ms., or Miss). 

5. Be direct and positive. Always maintain a positive tone and
portray your business in an optimistic light, even if your letter
contains bad news.

6. Be persuasive and specific. Make sure the action or result 
you want from the reader is clear. Use nonthreatening language
that will persuade the reader that this action or result is the 
most desirable. 

7. Avoid using fancy language. Avoid showy phrases that you
would not use while speaking. Use straightforward language 
that says exactly what you mean.

8. Be polite. Deal with complaints in a businesslike fashion. Don’t
whine or express outrage, and never become abusive or insult-
ing. Be especially polite in writing rejection or bad news letters. 

DID YOU KNOW?
Direct students to read the
Did You Know? feature. Ask
students what impact a large
foreign enrollment in U.S.
business schools may have
on American business. Ask
what special communications
problems might arise.

TEACH
• Explain the appropriate use

of names and titles.
• Explain why communica-

tions should be direct and
positive.

• Explain why it is important
to be persuasive and
specific.

• Point out how straight-
forward language is more
effective than fancy
language.

• Explain why politeness is
important in business
communications.

• Direct students to the
sample business letter
illustrated. Point out how
the eight basic rules are
followed in this letter.



9. Use an appropriate closing. There are many ways to close 
a letter. Make sure your close corresponds to the content of 
the letter you have written. If you have written a letter to a 
supplier complaining about poor service, do not use “With
warmest regards.”

10. Proofread for spelling and grammatical errors. Even the
most persuasive and positive letter can be ruined by a single 
mistake that you fail to correct. 

EFFECTIVE BUSINESS MEMOS 
A memorandum is a short written form of business communi-

cation that has a set format. Memo is short for memorandum. The
format of a memo contains who the memo is for, who it is from, 
the date, and the subject of the memo. Anyone who does business 
for or with a company, including suppliers and clients, can get
memos. An interoffice memo is a memo from one person in a
company to another. Interoffice memos can be written to one
employee, to a group of employees, or to everyone in the com-
pany. They can be hand-delivered, e-mailed, sent by interoffice
mail, or faxed.
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Sample
business
memo

Sincerely

Sincerely yours

Cordially

Cordially yours

Different ways to close a business letter

M E M O R A N D U M

To: All Employees

From: Jessica Myers

Date: January 13, 20—

Re: December Sales

Thanks to all of you for making December the best month

in our company’s history. I know how hard all of you worked

during the busy holiday season and want you to know just

how much I appreciate your efforts. Thank you all for a job

well done!

In Class Activity
In small groups, brainstorm 

at least 20 situations for 

which a business letter is 

the appropriate form of

communication, and 20 for 

which a memo is the best 

form of communication.

TEACH
• Explain the importance of

choosing the correct
closing for a business
letter.

• Explain the importance of
proofreading for spelling
and grammatical errors.

• Explain the difference
between a memorandum
and an interoffice memo.

• Direct students to the
illustration of a business
memo and describe the
items that are usually
included in all memos: who
the memo is for, who it is
from, the date, and the
subject.

TECHNOLOGY
Explain that most word
processing software
packages have built-in
grammar and spelling
checkers. Point out that
these are useful tools but
that they do not replace
doing a final proofreading.
Point out that not all errors
will be found by the software,
such as the differences
between there/their or its/it’s,
or typing “the” when “them” is
intended. Ask for additional
examples.

COOPERATIVE LEARNING
Assign the In Class Activity
to introduce students to
working in groups and seeing
each others’ differing
viewpoints on the appropriate
uses of business letters and
memos.



Memos, like business letters, should be clear, concise, persuasive,
and positive. Memos are used for many purposes, such as commu-
nicating company policies and procedures, assigning tasks, or moti-
vating staff. They are also used to congratulate employees or to
announce changes in an employee’s status. 

SPEAKING SKILLS
Much of your communication as a business owner 

will be conducted verbally either over the telephone 
or face-to-face. How you present yourself will have 
a big impact on the people with whom you deal.

TELEPHONE CONVERSATIONS 
Business transactions can be 

made over the telephone. Use 
the following tips to
make the most of 
your telephone 
conversations.

1. Speak clearly, and 
talk directly into the
receiver. 

2. Be cheerful. Everyone 
prefers to deal with a 
happy person rather 
than with someone
who is sad or angry.

3. Always speak politely. Do not use improper language. Be
respectful, and don’t interrupt.

4. Think about what you are going to say before you make a
call. Write down the questions you want to ask or the points you
want to make. Consult your notes as you are talking to make
sure you cover everything.

5. Take notes. You may forget important details unless you write
them down.

Give three important tips you should
keep in mind when conducting
a business conversation on the
telephone.

What are some of the characteristics
of good business writing?
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TEACH
• Describe some of the

purposes for which a
memo can be used.

ONGOING ASSESSMENT
Checkpoint Good business
writing is clear and
persuasive.

TEACH
• Describe the five tips for

telephone conversations.
Ask students why each one
is important.

• Emphasize the importance
of planning the call before
you make it.

• Emphasize the importance
of taking notes during the
phone call to have a record
to refer to later.

TEACHING STRATEGIES
At-risk students Engage at-
risk students in role-playing
scenarios in which one
student is a dissatisfied
customer and the other
practices the five telephone
conversation tips to satisfy
the customer.

ONGOING ASSESSMENT
Checkpoint Answers will
vary but may include: speak
clearly and politely, be
cheerful, plan the call, and
take notes.



MEETINGS WITH CUSTOMERS 
AND SUPPLIERS 

Some of the communication you have as 
an entrepreneur will be face-to-face rather than
in writing or on the telephone. Meetings can 
be formal occasions, with agendas and hand-
outs for all attendees. They can also be infor-
mal ways to discuss issues and keep everyone
informed. How can you make the most of 
your personal contacts with customers and 
others?

1. Shake hands and make eye contact with
the person you are meeting. If you know 
the person’s name, use it. 

2. Show an interest in what the other 
person is saying. Ask questions or provide
appropriate responses to show that you are 
listening carefully and that you care about
what the other person is telling you. 

3. Speak clearly. Do not cover your mouth 
when you talk, and speak loud enough to
be heard easily.

4. Do not appear rushed or anxious to be somewhere else. If
you do not have the time to meet with the person, apologize for
having another commitment and schedule another time to meet. 

5. Thank the person at the end of the meeting. Express your
interest in seeing the person again.

LISTENING SKILLS 
Problems in business often occur because people fail to listen to

each other. Ariel Martin, the owner of a neighborhood bakery, did
not listen to her employees when they asked for an air conditioner
in the back room. Ariel was preoccupied with other matters and
failed to listen to their request. Angry over their working conditions,
all four of her bakers walked off their jobs one afternoon. Ariel had
to close the shop temporarily and deal with the conflict.

As a business owner, you will need to listen carefully to your
employees. You also need to listen to bankers, suppliers, customers,
and anyone else who may impact your business. What can you do 
to improve your listening skills?
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Give three important tips you should
keep in mind when conducting a
business meeting.

ONGOING ASSESSMENT
Checkpoint Answers will
vary but may include: shake
hands, speak clearly, thank
the person at the end of the
meeting.

TEACH
• Describe the five points for

making the most of
personal contacts.

• Emphasize the importance
of the five points for
personal contacts by
asking students how they
would feel if they met with
someone who, for example,
didn’t pay attention and
was obviously rushed to be
somewhere else.

• Stress the importance of
listening skills. Use the
example in the first
paragraph to demonstrate
the importance.

• Describe the different types
of people a business owner
must listen to carefully.

• Describe the four tips for
improving listening skills.



Why is it important for entrepreneurs
to listen carefully?

1. Focus your attention on the
person who is speaking.
Concentrate exclusively on what
the person is saying. 

2. Think about and try to under-
stand what the other person is
saying. Resist the temptation to
interrupt.

3. Ask questions to make sure
you understand what the 
person is saying.

4. Take notes to confirm what you
are hearing.
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ONGOING ASSESSMENT
Checkpoint To make sure
you meet the needs of your
employees, suppliers,
customers, and anyone else
who may affect your
business.

RETEACH
Review answers to the
Checkpoints in the lesson.

ENRICH
Critical Thinking Assign the
Think Critically questions. 
Connections Assign the
Make Connections activities. 

TECHNOLOGY
Encourage students to use
word processing software to
complete the Make
Connections activities.

CLOSE
Review the topics stated in
the Goals at the beginning of
the lesson.

ANSWERS
Think Critically
1. Business letters are more

formal and concise.
Letters to friends might
not be typed or put on
letterhead and would not
include the recipient’s
address.

2. Both require you to speak
clearly, be polite, and plan
your conversation. They
are different because you
cannot see the other
person’s reaction. It is
preferable to have both
types to help develop
good relationships.

3. Listening to employees
solves problems and
improves morale.
Listening to customers
helps you know how to
meet their needs and thus
improve sales.

1. How do writing a formal business letter and writing a let-
ter to a friend differ? What elements in a business letter
would not appear in the letter to your friend?

2. How is speaking with customers and suppliers on the
telephone similar to speaking with them face-to-face?
How is it different? Is it necessary to have both types of
communication? Why or why not?

3. Why is it important for an entrepreneur to listen to
employees? Why is it important to listen to customers? 

4. COMMUNICATION You own a shop that sells comic
books. Write a business letter to your main supplier, a
comic book wholesaler. Tell the supplier that you have
not received the shipment you ordered of the most recent
edition of a popular comic. Be sure to follow the basic
rules for writing business letters. Make up names for your
business and your supplier’s business. 

5. COMMUNICATION As the owner of a large manufac-
turing company, write a memo to all employees commu-
nicating a change in your vacation policy. In your memo
state what the policy has been and what it will now be.
Answers will vary. Make sure students follow the style of the sample
memo and state the differences in the policy.

Answers will vary. Make
sure students follow the style of the sample business letter shown.



You need a solid command of basic math skills to run a 
successful business. You should know how to use addition,
subtraction, multiplication, and division. You also should

know how to calculate simple averages and percentages.

BASIC MATH SKILLS
The basic skills of adding, subtracting, multiplying, and dividing

are important in business.

ADDITION AND SUBTRACTION
Addition and subtraction skills are essential to running a busi-

ness. Maria Ortega is the owner of Eastern Pharmacy. Maria’s phar-
macy fills prescriptions and sells other items like magazines, candy,
greeting cards, and cosmetics. Last year, category 1, sales of pre-
scription drugs, totaled $135,000, category 2, sales of nonprescrip-
tion drugs and
related items,
totaled $114,000,
and category 3,
sales of magazines
and newspapers,
totaled $15,000.
Total sales for
Eastern Pharmacy
were $315,000.
Maria keeps 
separate sales 
figures for only
these three 
categories, but she would like to know what her total sales of other
items were. Some of Maria’s uncategorized items include candy,
greeting cards, and grocery items.

Maria adds sales for the three categories for which she has data.
This gives her the total category sales. 

Category 1 � Category 2 � Category 3 � Total category sales 
$135,000 � $114,000 � $15,000 � $264,000
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GOALS
USE basic math
skills in business.

COMPLETE sales
transactions.

CALCULATE
percentages for
business purposes.

MATH SKILLS
Lesson 2 .2

SCHEDULE
Block 45 minutes
Regular 1 class period

TEACHING RESOURCES
• Workbook Lesson 2.1

FOCUS
Introduce Point out the
goals. Ask students what
they think they will learn or
why they think the goals are
important. Ask a student to
read the opening paragraph
out loud.
Motivate Ask students to list
ways they think math skills
might be used in business.
Some students may be
surprised at the importance
of math skills. Ask students
what could happen to a
business owner who did not
have good math skills.

TEACH
• Emphasize that addition

and subtraction are
commonly used in
business.

• Point out that addition and
subtraction can be used to
determine the sales of
items for which detailed
category information is not
kept separately.

• Demonstrate on the board
how to add the three
category sales to get the
total category sales.
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The difference between the total sales and the total category 
sales represents the sales of items not in the categories. Maria 
now knows the total sales for all the items in her pharmacy that 
she does not categorize.

Total sales � Total category sales � Sales of noncategorized items
$315,000 � $264,000  � $51,000

Maria also uses subtraction to determine her profits for the year.
Maria’s total sales last year were $315,000 and her expenses were
$266,000. Maria subtracts her expenses from her sales to find her
profit, $49,000.

Total sales � Expenses � Profit
$315,000 � $266,000 � $49,000

MULTIPLICATION 
Multiplication is used to solve a variety of business problems,

such as figuring out how much profit is earned. Suppose Eastern
Pharmacy sells 27 jars of hand cream a month, with a profit of
$1.75 on every jar. How much profit does the store earn on hand
cream every year? 

Maria first needs to figure how many jars of hand cream she
sells a year by multiplying the sales each month by the number of
months. 

Monthly sales � Months in a year � Jars sold a year
27 � 12      � 324

Then she must multiply the profit per jar by the number of jars sold.

Profit per jar � Jars sold in a year � Yearly profit
$1.75 � 324     � $567

The store earns $567 on hand cream every year.

AVERAGES USING DIVISION
Calculating an average involves adding all of the relevant data

and dividing this sum by the number of data entries. If Maria sells
12 razors one month, 22 the next, and 14 the next, what is the aver-
age number of razors sold each month over the three-month period?

Add the sales for all three months.

Month 1 sales � Month 2 sales � Month 3 sales � Total sales
12  � 22 � 14    � 48

Then divide the total sales by the number of months to find the
average number of razors sold each month.

Sales total � Number of months razors sold � Average
48  � 3 � 16

On average, 16 razors were sold each month.

Give an example of when you might
use addition, subtraction, or multipli-
cation in business. 

TEACH
• Demonstrate on the board

the calculation for the
difference between total
sales and total category
sales.

• Demonstrate on the board
the calculation for the
difference between total
sales and expenses.

• Demonstrate on the board
the steps for calculating
yearly profit from the sale
of one item.

• Demonstrate on the board
the calculations for average
sales of an item.

ONGOING ASSESSMENT
Checkpoint Answers will
vary but may include to
calculate profits or to project
sales.



Communication Problems

Let’s Be Perfectly Franc
Business: Villette Renoir, Loire Valley, France * Never opened for business

John, Melodi, Don, and Arlene vacationed 
in the French countryside one summer. While
exploring one day, Melodi and Arlene found a
small mansion with a sign on the front gate:
“for sale—built 1703.” Converting from French
francs, the printed price was $32,000.

By the end of a duck l’orange dinner, the
women had the plans for an inn sketched
out. By lunch, the new entrepreneurs had
agreed that it would probably cost about
$20,000 to renovate. But once completed,
“Villette Renoir” would be a nice income-
producing rental property, as well as their
own vacation home. Each couple put up
$25,000. They consulted an attorney and
started the legal paperwork.

Sacre bleu! Who would have known the
international phone calls and shipping
charges would be so high? Plus, there were
renovation problems. Workers were hard to
find when renovations started because every-

one was harvesting grapes. Tools bought in
the United States did not work in France
because of the different electricity currents.
Installing new wiring and plumbing through
stone proved almost impossible.

All in all, the unplanned airfares and
renovation costs easily doubled their origi-
nal budget. What’s more, Melodi wanted to
furnish the home with antiques, while
Arlene’s taste ran more modern. They
argued about every decision and then
stopped talking to each other altogether.
The project was abandoned, and three
months later, sold at a substantial loss.

Think Critically
1. What type of communication problems

led to Villette Renoir’s failure?
2. What problem-solving method were

Melodi and Arlene unable to conduct due
to their personality differences?
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SALES TRANSACTIONS
As an entrepreneur, you will make sales transactions every day.

The sales transactions you will deal with are purchase orders,
invoices, sales tax, and sales slips.

PURCHASE ORDERS AND INVOICES
Purchase orders are used whenever goods or services are sold.

They are a record of the fact that a buyer has placed an order with 
a company. They include information such as:

• the addresses of both the buyer and seller

• a purchase order number

• the date of the transaction

• a listing of each item purchased, the quantity of each item 
purchased, the cost of each item, and a total item cost

• the total amount due

TEACH
• Explain that the most

common types of sales
transactions are purchase
orders, invoices, sales tax,
and sales slips.

• Describe the purpose of
purchase orders and
invoices.

• Explain the information
usually shown on a
purchase order or invoice.

What Went Wrong?
The What Went Wrong?
feature is a case that shows
a business failure. Students
analyze the case to see the
kinds of mistakes business
owners may make so that
they can avoid those
mistakes in their own
entrepreneurial careers.
Think Critically Answers
1. Problems arose from

cultural differences and
interpersonal conflicts
between the two owners.

2. Unable to achieve
consensus.



Cash Sales Slip for Adventure World

Stock No. Qty. Description Unit Cost Total

784 2 Skateboard $32.50 $65.00

912 1 Helmet $15.00 $15.00

Subtotal $80.00

Sales Tax $4.80

Total $84.80

When determining the total item cost, the quantity of the item
being ordered should be multiplied by the unit cost of the item. 

Quantity � Unit cost � Amount due
5 � $4.99 � $24.95

SALES TAX
Retail sales transactions involve sales tax, which is a federal,

state, or local government tax charged on goods. Sales tax varies
from state to state, and may even vary from city to city. You’ll need
to find out how much sales tax to charge your customers because
you will be fined if you do not pay the government this tax. Sales
tax is a percentage and is calculated using the total price of an item
being purchased. The amount of sales tax should be added to the
purchase price to determine the total selling price. Shipping and
delivery charges should not have sales tax applied to them.

Price of purchase � Tax rate � Amount of sales tax
$23.92      � 0.07 � $1.67

Price of purchase � Amount of sales tax � Total sales charge
$23.92      � $1.67 � $25.59

SALES SLIPS
You will complete sales slips for two kinds of sales transactions:

cash sales and credit card sales. For cash sales, the total amount due
is calculated in the same way as on a purchase order or invoice. Eva
Sanchez owns Adventure World, a retail store that sells sporting and
outdoor equipment. She fills out a form for all of her cash sales.

Credit card sales are very similar to cash sales, but additional infor-
mation, such as a credit card number and expiration date, is also 

recorded. Credit card sales are not as profitable to businesses as
cash sales. Whenever a customer uses a credit card to pay for a
purchase, a fee is assessed to the merchant. The bank that issues
the credit card to the customer assesses this fee to the merchant
because they are acting as the collection agent for the merchant.
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WWWNET WORTH

Point your browser to

Complete the activity
for Chapter 2.

www.ideas-in-action.swep.com

TEACH
• Demonstrate on the board

the calculation for total item
cost.

• Explain sales tax. Use
examples from your own
community and the actual
local sales tax rate.

• Point out that sales tax is
collected by merchants 
and then paid to the
government.

• Explain that sales tax is
calculated on the items
purchased, but not on
shipping and delivery
charges.

• Demonstrate on the board
the calculation for sales
tax.

• Direct students to the cash
sales slip illustrated.
Demonstrate the
calculations.

• Explain why credit card
sales are not as profitable
as cash sales.

NET WORTH
Because Internet sites can
change frequently, the
requirements of the Net
Worth feature are posted on
a South-Western site where
they can be updated as
needed. Direct students to
point their browser to the site
shown on their student page
and follow the Internet
Activities directions.



MANAGING A CASH DRAWER
Today most businesses use electronic cash registers to generate

sales slips. The totals for each sales transaction are automatically
added by a machine. But you still need to verify the beginning cash
amounts and balance the cash drawer at the end of the day.

To verify the starting cash in the cash drawer, you should manu-
ally count the money and record each amount on a form or piece
of paper. Some businesses always begin with a set amount in their
cash drawer, such as $50.00.

BALANCING THE CASH DRAWER
When you balance the cash
drawer, you need to add all
your receipts: paper money,
checks, and credit slips.
Subtract any cash refunds that
were given during the day.
Finally subtract the amount of
cash you started with to deter-
mine your actual receipts for 
the day. The total receipts you
calculate should match the 
register tape. If it doesn’t, you need to find out where the mistake 
was made.

PERCENTAGES
Percent calculations are used in many business applications. They

are particularly important in calculating growth rates, interest pay-
ments, and markups and markdowns. Remember that percent
means per hundred.

Working with percents usually requires converting the percents
to decimals. To convert a percent to a decimal, remember that 100%
in decimal form is 1.00.

To convert a percent to a decimal, move the decimal point two
places to the left. Thus, 14% is 0.14 in decimal form, and 1% is 0.01
in decimal form.

To convert a decimal to a percent, move the decimal point two
places to the right. So, 0.263 is 26.3%.

Remember when you need to round, round up numbers more
than 5 and round down numbers less than 5. For example, round
0.66 to 0.7 and 0.64 to 0.6.
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Cash $348.62
Checks $154.20
� Credit sales $218.98

Total receipts $721.80
� Refunds $ 21.47

Adjusted receipts $700.33
� Opening cash $ 50.00

Actual receipts $650.33

What are the four types of sales
transactions? Describe how you
balance a cash drawer.

TEACH
• Emphasize the importance

of balancing the cash
drawer. Explain that if the
drawer does not balance,
then an employee may be
making errors in giving
change, or there might 
be fraud or theft.

• Demonstrate on the board
the calculations for
balancing the cash drawer.

ONGOING ASSESSMENT
Checkpoint Purchase
orders, invoices, sales tax,
and sales slips. To balance a
cash drawer, add all receipts,
subtract refunds, and
subtract opening cash
balance.

TEACH
• Explain that percentages

are important in calculating
growth rates, interest
payments, and markups
and markdowns.

• Explain how to convert a
percent to a decimal by
moving the decimal point
two places to the left.

• Explain how to convert a
decimal to a percent by
moving the decimal point
two places to the right.

• Demonstrate on the board
how to convert a percent to
a decimal and a decimal to
a percent.

• Demonstrate rounding on
the board.



GROWTH RATES 
To calculate sales growth, sales for one period are

compared with sales in a different period. Maria wants 
to know how sales at her pharmacy business grew in
August, when sales reached $26,710. Comparing August
sales with July sales of $26,533, Maria finds that sales
increased $177.

August sales � July sales � August increase
$26,710 � $26,533 � $177

Growth rates are usually given in percents. To deter-
mine what percentage increase $177 represents, Maria
divides the dollar increase in August by total sales in July.
The more than one-half percent increase represents the
rate of sales growth in August.

August increase � July sales � Percent increase
$177  � $26,533 � 0.00667, or 0.7%

AVERAGE MONTHLY GROWTH RATE To determine the average monthly
growth rate, Maria must obtain an average using the total monthly
growth and the number of months for which Maria has data.

Total monthly growth � Number of months � Average monthly growth
0.062           � 5  � 0.0124, or 1.4%

USING MATH TO PROJECT SALES Maria uses the average
monthly growth to project sales into the next year. She
assumes that sales will continue to grow at the rate of
1.2% per month. She uses this growth rate to create sales
projections for the next six months. She multiplies each
month’s sales by the growth rate to determine the pro-
jected sales increase. 

Dec. sales � Growth rate � Projected Jan. increase
$28,202 � 0.012 � $338

Then she adds the increase to the December sales to
determine the actual dollar amount she should make in
January.

Dec. sales � Projected Jan. increase � Jan. projection
$28,202 � $338     � $28,540

Maria could also have calculated January sales directly. If January
sales are projected to grow by 1.2%, then sales that month will be
101.2% as great as sales in December. 

$28,202 � 1.012 � $28,540 

Assuming the growth rate of 0.012,
what will Eastern Pharmacy’s sales 
be next December? 

EASTERN PHARMACY SALES OVER 
PAST SIX MONTHS

Monthly
Month Sales Growth

July $ 26,533 —

August 26,710 0.7%

September 26,977 1.0%

October 27,397 1.6%

November 27,600 0.7%

December 28,202 2.2%

TOTAL $163,419 6.2%

PROJECTED EASTERN PHARMACY
SALES OVER NEXT SIX MONTHS

Month Sales

January $28,540

February 28,882

March 29,229

April 29,580

May 29,935

June 30,294
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• Explain that the growth 
rate percent can be used 
to project sales.

• Demonstrate on the board
the calculations for
projecting sales using the
growth rate.

ONGOING ASSESSMENT
Checkpoint July: 30,294 �
1.012 � 30,658; Aug.:
30,658 � 1.012 � 31,026;
Sept.: 31,026 � 1.012 �
31,398; Oct.: 31,398 � 1.012
� 31,775; Nov.: 31,775 �
1.012 � 32,156; Dec.:
32,156 � 1.012 � $32,542.

TEACH
• Explain that sales growth

rates are expressed in
percents. 

• Demonstrate on the board
how to calculate a growth
rate and an average growth
rate.
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INTEREST PAYMENTS
You will probably need to borrow money to start your business,

and you will pay interest on that money. Interest is an amount
charged for borrowing money. It is important to understand how
interest payments are calculated.

If you take out a $25,000 loan from your local bank, the principal
is the amount of money borrowed in a loan. Your loan agreement
will indicate the rate of interest, or the percent that is the basis for
interest earned or paid. The agreement will also indicate the term of
the loan, or the number of years for which a loan is extended. How
much simple interest will you pay on the loan if your rate of interest
is 9.5% and your term is five years? Multiply the loan amount by the
rate of interest to find the amount of simple interest.

Loan amount � Rate of interest � Interest paid 
$25,000 � 0.095 � $2,375

Suppose you borrowed the $25,000 for 5 years and only paid the
interest. Then you would pay $2,375 in interest each year, or a total
of $11,875 in interest. 

Interest each year � Number of years � Total interest
$2,375  � 5        � $11,875

EXACT INTEREST METHOD
Interest is not always calculated for a full year. When the time of

a note is shown in
days, interest may be
calculated by the exact
interest method, which
uses a 365-day year.
This method is used by
the United States gov-
ernment and by many
banks and other busi-
nesses. Enter the time
as the number of days
divided by 365.

If you borrowed
$2,000 at 5% exact
interest for 85 days,
you would owe $23.29
interest.

Amount borrowed � Rate of interest � Time  � Total interest
$2,000  � 0.05 � 85/365 � $23.29

TEACH
• Explain the definition of

exact interest method.
• Demonstrate on the board

the calculation of exact
interest.

TEACH
• Explain the definitions of

interest, principal, and
interest rate.

• Demonstrate on the board
the calculations for interest.

• Explain the definitions of
markup and markdown. 

• Emphasize that the markup
is used to cover expenses
and profit.

• Point out that markdowns
may be used to sell
inventory that did not sell
well at a higher price.

• Demonstrate on the board
the calculations for
markups.



Ordinary Interest Method
The ordinary interest method or banker’s interest method is used

in place of the exact interest method by some businesses. In this
method, a year is assumed to have only 360 days. The 360-day year,
known as the banker’s year, has 12 months of 30 days. Enter the
time as the number of days divided by 360. Calculations are easier
to make using the 360-day year instead of the 365-day year.

Amount borrowed � Rate of interest � Time   � Total interest

$2,000 � 0.05 � 85/360 � $23.61

Markups and Markdowns 
A markup is an amount added to the cost price to deter-

mine the sales price. Markups allow you to cover expenses
and earn a profit. A markdown is an amount deducted
from the retail price to determine the sales price.

CALCULATING MARKUPS You own an office supply store
that sells desk lamps. You purchase the lamps for
$14.00 each. You estimate that to cover your
expenses and make a profit, you need to add a
markup of 35 percent.

$14 � 0.35 � $4.90

Add the markup amount to your cost to get the
selling price.

$14.00 � $4.90 � $18.90

CALCULATING MARKDOWNS To unload last year’s file cabinets, which
sold for $149.95, you decide to reduce their price to just $99.95
each. How large a percentage markdown are you offering? First, cal-
culate the difference between the original price and the sale price.

$149.95 � $99.95 � $50.00

Then calculate what percentage that difference represents of the
original price.

$50.00 � $149.95 � 0.33

The result represents the percentage markdown of 33 percent.
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How much of a markup is there on 
an item that you purchase for $45 and
sell for $54?

How much simple interest would you
pay a year on a $30,000 loan at a rate
of 8.25%? How much would you pay
for 65 days using the exact interest
method? Using the ordinary interest
method?

In Class ActivityIn small groups, brainstorm a list of10 items that might be sold in amedia store. Assign a unit cost toeach item. You will need a markup of45 percent to cover your expensesand make a profit. What will be theprice of each item to customers? Shareand explain your results with the class.

ONGOING ASSESSMENT
Checkpoint $54 � $45 �
$9; $9 � $45 � 0.2 � 20%.

COOPERATIVE LEARNING
Assign the In Class Activity to
encourage students to work in
groups and see that a group
can often complete a task
faster than a number of indi-
viduals working separately.

TEACH
• Explain the definition of

ordinary or banker’s
interest method.

• Demonstrate on the board
the calculation of ordinary
interest.

ONGOING ASSESSMENT
Checkpoint $2,475,
$440.75, $446.88

TEACH
• Demonstrate on the board

the calculations for  mark-
downs.

• Explain the definition of
“discount.”

• Demonstrate on the board
the calculation of a dis-
count, pointing out that it 
is similar to calculating 
a markdown.



DISCOUNTS
A discount is a reduction in the retail or wholesale price of a

product or service. You may give employees discounts as incentives
for working for you. You might get a discount if you buy a large
number of items from a company that supplies your business.
Calculating a discount is similar to calculating a markdown.

Retail price � Discount percent � Amount of discount
$54.99 � 0.15       � $8.25

DUE DATES
When the time of a note is shown in months, you find the due

date by counting for-
ward that number of
months from the date
of the note. The due
date is the same date
in the final month as
the date of the note.
For example, a two-
month note issued on
February 15 would
be due on April 15.

If the date of the
note is the last day
of the month, the
due date is the last
day of the month in
which the note is
due. For example, a
one-month note
issued on March 31
would be due on
April 30.

The time of a note
may be shown in

days. In this case, you can find the due date by counting forward,
from the date of the note, the number of days shown on the note.
For example, you would calculate the due date of a 90-day note
dated May 20 in the following way.

90 days length of note
May �11 days days left in May

79 days
June �30 days days in June

49 days
July �31 days days in July

18 days August 18 due date
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RETEACH
Review answers to the
Checkpoints in the lesson.

ENRICH
Critical Thinking Assign the
Think Critically questions. 
Connections Assign the
Make Connections activities. 

TEACH
• Explain the procedure for

finding the due date of a
note when the time is
shown in months.

• Explain how the due date
for a note issued on the
last day of the month is
calculated.

• Demonstrate on the board
the calculation of a due
date.



LAST DAY FOR DISCOUNT
Sometimes a business will offer a customer a discount to encour-

age early payment of an invoice. When this is done, the terms of
the invoice include the amount of the discount, the number of days
in the discount period, and when the invoice is due if the discount
is not taken. For example, terms of “2/10, net 30” mean that a 2
percent discount may be taken if the invoice is paid within 10 days.
If no discount is taken, the net or total amount of the invoice is due
within 30 days of the date of the invoice.

To find the last date available for the discount, add the number
of days in the discount period to the date of the invoice. If the
invoice is dated April, you would add 10, and the last day of the
discount period would be April 11.
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What is the due date of a 75-day note
dated March 28?

1. How do you think multiplication and division are used in
determining employee wages? Give specific examples in
your answer.

2. Make a list of five ways averages can be used in business.
Give a specific example for each item on your list.

3. What factors should you consider in calculating the per-
centage markdown for “sale” items you are offering?
Why is it important to carefully consider these factors?

4. MATH You are preparing a purchase order for a customer
who has ordered 5 tape dispensers, 2 pairs of scissors, and
1 telephone. The tape dispensers are $2.35 a piece, the
scissors $4.90 each, and the telephone is priced at $25.99.
You must charge 5 percent sales tax. What is the total of
the customer’s order? If you give the customer a discount
of 15 percent, what is the total of the order?

5. MATH Total sales for each month last year for your
catering business averaged $13,500. Average total
monthly sales so far this year are $15,200. If you maintain
this average, what will be the percentage growth in sales
from last year to this year? Project your average total
sales per month for next year based on this percentage
growth.

TEACH
• Explain what each part of

the terms means: 2 �
amount of discount, 10 �
length of discount period,
net � total amount of
invoice, 30 � number of
days for payment of
invoice.

• Demonstrate on the board
how to calculate the last
date for a discount.

TECHNOLOGY
• Encourage students to use

a calculator for Math
Connection and to explore
the function of the % key.

• Encourage students to use
a spreadsheet to calculate
projected sales. Introduce
the AVERAGE function.
Demonstrate how to round
percentages in cell formats.

CLOSE
Review the topics stated in
the Goals at the beginning of
the lesson.
Think Critically
1. Answers will vary. Multiply

the number of hours
worked by the hourly pay
rate to determine weekly
salary (40 hours � $7.50
per hour � $300). Use
division to find out how
much a person who earns
a salary will earn in a two-
week pay period ($20,000
� 24 � $833.33).

2. Answers will vary. (1)
average number of
sandwiches sold per day
(2) average number of
hours an employee
worked (3) average total
sales per day (4) average
number of customers per
day (5) average number
(or value) of returns per
day.

3. Answers will vary. What
was the cost of the item to
the store? What was the
original retail price? How
long was this item offered
for sale? Important to not
lose money on sales items
and not anger customers
who purchased at retail
price.

Make Connections
4. (5 � $2.35) � (2 � $4.90)

� (1 � 25.99) � $47.54;
$47.54 � 1.05 � $49.92.
$47.54 � 0.85 � $40.41;
$40.41 � 1.05 � $42.43

5. $15,200 � $13,500 �
$1,700. $1,700 � $13,500
� 0.125925 � 12.6%
growth in sales. Average
total sales for next year �
$15,200 � 1.126 �
$17,115.20.



Once you own your own business, you will have to make
decisions and solve problems every day. Many entrepre-
neurs make decisions casually or base them on intuition. As

a result, their decisions are based on faulty assumptions or illogical
thinking. The best entrepreneurs use formal problem-solving mecha-
nisms to gather information and evaluate different options.

For many kinds of problems, you will need to make decisions
alone. For other kinds of decisions, however, involving other peo-
ple in the company in brainstorming and consensus-building tech-
niques can make the most of group decision making.

USE A PROBLEM-SOLVING PROCESS
A formal problem-solving model helps business people solve

problems in a logical manner. The model consists of six steps: defin-
ing the problem, gathering information, identifying various solutions,
evaluating the alternatives and selecting the best option, taking
action, and evaluating the action taken.

DEFINE THE PROBLEM
Before you can solve a problem, you need to diagnose it. Write

down what the problem is and why it is a problem. Try to quantify
it, too. For example, your store may be out of stock 14 times a
month, costing you $102 a month in lost revenue. Quantifying the
problem helps you figure out how much it is worth to you to correct it.

Will Peterson knows what his problem is: his employees are
using the photocopier for their personal
use. Despite the sign above the machine
indicating that it is to be used for busi-
ness only, Will constantly sees employ-
ees photocopying everything from
recipes to 
cartoons. Will is concerned about the
problem for a couple of reasons. First, 
he feels that allowing employees to use
company time to photocopy personal
items takes them away from their work
and reduces productivity. Second, the
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GOALS
USE the six-step
problem-solving
model.

RECOGNIZE
the importance 
of group decision
making. 

PROBLEM-SOLVING
SKILLS

Lesson 2.3

SCHEDULE
Block 45 minutes
Regular 1 class period

TEACHING RESOURCES
• Workbook Lesson 2.3
• Activity Master 4

FOCUS
Introduce Point out the
goals. Ask students what
they think they will learn or
why they think the goals are
important. Ask a student to
read the opening paragraph
out loud.
Motivate Ask students to
name a few kinds of
business problems
entrepreneurs have to solve.
Then ask them how
entrepreneurs make these
kinds of decisions. Students
may be surprised to learn
that they name most of the
steps in the model presented
in this lesson.

TEACH
• Emphasize that the best

entrepreneurs use formal
problem-solving methods to
make decisions.

• Explain that using a formal
model to make decisions
helps solve business
problems in a logical
manner.

• Point out that a six-step
model is presented in this
lesson.

• Explain the first step in the
decision-making model:
Define the problem.

• Explain that in defining the
problem it is important to
quantify as many parts as
possible.
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personal photocopying is cost-
ing Will about $80 a month in
paper, toner, and wear on his
photocopier.

GATHER INFORMATION 
Once the problem has been

defined, you need to gather
information that could help
solve it. Relevant information
may be obtained from com-
pany records, industry data,
and interviews with customers,
suppliers, and employees.

Will needed to identify how
many of his employees
ignored the rules. He found
that 3 of his 13 employees
accounted for almost all of the
personal photocopying. He
also talked to other business
owners to see if they had sim-
ilar problems and how they
handled them.

IDENTIFY VARIOUS SOLUTIONS 
Most problems can be solved in various ways. Identify all

possibilities before you settle on a particular solution. Will came up
with several possible solutions to his problem.

1. Live with the problem and absorb the cost. 
2. Reprimand problem employees and reinforce that the photo-

copier is to be used for business only. 
3. Ask a manager to watch the photocopier and to report to him

when an employee uses the machine inappropriately. 
4. Allow the photocopier to be used for personal use after hours for

a minimal charge and remind employees that no personal photo-
copying is permitted during business hours.

Problem-Solving Model

Define the Problem

Gather Information

Identify Various Solutions

Evaluate Alternatives and
Select the Best Option

Take Action

Evaluate the Action

“ ”
You can say that again!

“I felt there was a place for fresh 
hamburgers made just the way the 

customer wants. . . .This philosophy 
sets us apart . . . and helped us to grow 

to 5,000 restaurants worldwide.”

—Dave Thomas, founder of Wendy’s Old 
Fashioned Hamburgers Restaurants

TEACH
• Present the second step in

the problem-solving model:
Gather information.

• Explain some of the
sources of information for
solving a problem.

• Present the third step in the
problem-solving model:
Identify various solutions.

• Explain that most problems
have more than one
solution and that all
possibilities should be
identified before a final
solution is chosen.

• Discuss all four solutions
given in the lesson for the
photocopying problem.

• Draw the connection
between the quotation in
You Can Say That Again!s
and the problem-solving
model.



EVALUATE ALTERNATIVES AND SELECT THE BEST OPTION 
The decision maker next needs to evaluate the alternatives to

determine the best solution. In some cases, it may be possible to
quantify the costs and benefits of each alternative. In other cases,
quantifying each alternative may not be possible, and the decision
maker may simply have to rank each alternative.

Will ranked option 3 the lowest since he did not want any of 
his managers spending time away from other important duties. He
ranked option 2 next to lowest because he did not want to upset 
his employees. He ranked option 1 second because he wanted to 
fix the problem. Will decided option 4 was the best solution.

TAKE ACTION
Once you have selected the best solution to the problem, you

need to take an action to implement it. Will decided to send a
memo to all of his employees, letting them know of the new com-
pany policy on photocopying. 

EVALUATE THE ACTION
The problem-solving process is not complete until you have evalu-

ated your action since even a well-thought-out solution may not
work. Will’s solution seemed to solve the problem. For the most part,
employees limited their personal photocopying to after the close of
business. Personal usage of the photocopier dropped by 75 percent.

GROUP PROBLEM SOLVING
The problem-solving process just described assumes that you

have to solve a problem alone. As a business owner, you will make
many decisions by yourself. Sometimes, however, you may want to
include employees in the problem-solving process. What kinds of
problems call for group problem solving? What techniques can you
use to make the most effective use of groups? 

BRAINSTORMING
Brainstorming is a creative group problem-solving technique

that involves generating a large number of fresh ideas. In a brain-
storming session, several people gather in a room to discuss a par-
ticular problem. The meeting is informal, and everyone is
encouraged to volunteer possible solutions. A designated person
writes down all of the ideas suggested. The person who called the
meeting usually serves as the group moderator. The moderator
maintains order during the brainstorming session, making sure that
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What are the six steps in the problem-
solving process?

TEACH
• Explain the fourth step in

the problem-solving model:
Evaluate alternatives and
select the best option.

• Point out that sometimes
alternatives can be
quantified by costs and
benefits but other times
that isn’t possible.

• Explain that sometimes
alternatives have to be
ranked because they can’t
be quantified.

• Explain the fifth step in the
problem-solving model:
Take action.

• Explain that once the best
alternative is chosen, the
solution must be put into
effect.

• Explain the sixth step in the
problem-solving model:
Evaluate the action.

• Point out that the problem-
solving model is not
complete until the
implemented solution is
evaluated. It may be that
even a well-thought-out
solution does not work.

ONGOING ASSESSMENT
Checkpoint Define the
problem; gather information;
identify various solutions;
evaluate alternatives and
select the best option; take
action; evaluate the action.

TEACH
• Emphasize that an

entrepreneur often must
make decisions alone but
that sometimes employees
or other people should be
involved in solving the
problem.

• Explain the definition of
“brainstorming,” a tech-
nique for group problem-
solving.

• Emphasize that in
brainstorming everyone in
the group is encouraged to
make suggestions.

• Emphasize that
suggestions are not
analyzed or critiqued during
brainstorming.

• Point out that ideas
suggested during
brainstorming are
evaluated at the end of the
session.



Small Engines, Huge Profits
1930 1940 1950 1960

In the late 1940s, entrepreneurship
opportunities were plentiful for people
living in Japan. One of the most notable
entrepreneurs of that time was Soichiro
Honda, who founded Honda Motors. He
was one of the first people to see there
was a need for inexpensive, reliable
transportation in his country. Soichiro
began producing a new kind of vehicle,
one that used less gasoline and was
affordable. His first venture was affix-
ing war surplus engines to bicycles so

they could be motorized. Then, in 1949,
Honda Motors produced its first motor-
cycle, called the Dream D-Type. One
motorcycle became many, and in 1952
Soichiro won an award for superior
mini-size engine development. His
cycles were exported and sold in the
United States starting in 1959. Honda
Motors is now a multimillion-dollar
company and one of the world’s fore-
most producers of motorcycles, auto-
mobiles, and scooters.

everyone has a chance to be heard. The moderator
also makes sure the group does not stray too far
from the problem being examined. 

Ideas are not analyzed or critiqued at a brain-
storming session. Instead, participants simply
share creative ideas, regardless of how practical
or impractical they may be. Following the
brainstorming session, all of the ideas are
carefully evaluated, and a list of ideas that 
are practical to implement is prepared. 

Entrepreneurs often ask their employees 
to brainstorm when a new opportunity presents 
itself or a problem seems to demand new ideas. Kris Carpenter 
asked her employees to brainstorm when she decided to have a web-
site created for her catering company, Bon Appetit. Together her four
employees came up with 94 different items they felt could be used 
on the company’s home page. After the brainstorming session, Kris 
examined each idea carefully, eventually reducing the list to 30 items.

CONSENSUS-BASED DECISION MAKING
Consensus is agreement among a group of people. Consensus-

based decision making is an effective way of solving problems
when different groups in an organization are affected. Consensus
building can be used to prevent and resolve conflicts. It can also be
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In Class ActivityIn groups, brainstorm problems that a small businesses might face. Choose one problem and apply thesix-step problem-solving method.Present your discussion to the class. 

COOPERATIVE LEARNING
Assign the In Class Activity
to encourage students to
work in groups and see how
a group can use
brainstorming in the problem-
solving model.

ENTREPRENEURIAL
TIMELINE
Direct students to examine
the highlighted period in the
timeline as they read about
entrepreneurship in Japan.
Ask students what need
Soichiro Honda met in his
country that made him
successful.



used to build trust among employees and to bring together different
groups within a company. It can bridge communication problems
and help employees accept changes they may see as threatening.

The aim of consensus building is to find a way of resolving a
problem that is acceptable to all of the people involved. The process
tries to eliminate anger and hostility by allowing employees with
conflicting opinions to meet in an atmosphere of mutual respect. 

Pete McWilliams used consensus building to smooth tensions
between the graphic artists and the writers at his advertising agency,
Image Plus. According to the artists, copywriters routinely rewrote
copy after the artists had completed their work, sometimes causing
them to spend hours recreating the designs. The artists resented the
fact that the writers seemed indifferent to the effect of their changes
on the artists’ workload. They wanted Pete to do something about
it. The writers saw the problem a little differently. They admitted to
making changes late in the process but claimed that the need for
some of the changes was often not apparent earlier. Through a
consensus-building session, the writers agreed to spend more time
checking their copy before submitting it to the art department. The
artists gained an understanding of the importance of perfecting the
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TEACH
• Explain the definition of

“consensus.”
• Point out the benefits of

consensus-building as a
group problem-solving
technique.

• Point out how consensus-
building can help
employees accept changes
that they see as
threatening.

• Describe the consensus-
building process used by
Pete McWilliams. Point out
how each different group
responded to the solution.



How does brainstorming differ from
consensus building?

ad copy, even if it meant reworking a design. Both sides agreed to
try to improve the way they worked. Pete agreed to consider hiring
a part-time artist if the writers’ efforts did not succeed in reducing
the workload in the art department.
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1. What are some other benefits to using a formal problem-
solving method that are not given in the text? 

2. Must the six steps in the problem-solving model be per-
formed in the order described? Why or why not?

3. What specific types of decisions could employees help
with during group problem-solving sessions? Are there
any disadvantages to involving employees in problem
solving? If so, what are they? 

4. MATH In the Identify Various Solutions stage of the
problem-solving model, you list a variety of possible solu-
tions to a problem. For the four options listed in the text,
assign a percentage weight to each. Give the decimal
equivalent for each percentage. What must the decimal
value of the four options total? 

5. COMMUNICATION Write a letter to a local bank to find
the current interest rate on small business loans. Use the
company you selected in This Is Your Business Project and
determine a specific use for the money. Apply the basic
rules for drafting business letters described earlier in this
chapter. 

6. PROBLEM SOLVING You own a successful shop that
buys, sells, and services bicycles. In January, the owner of
the building you now lease tells you that she has found a
buyer for the property and plans to sell it in six months.
Using the six-step problem-solving model, develop a plan
for how to proceed.

Answers will
vary. One benefit might be not overlooking potential solutions.

Steps
must be performed in order because each one builds on the previous step.

Increasing production, decreasing
costs, etc. Disadvantages might include employees telling others about
company business or becoming worried about the condition of the business.

Answers will vary. (1) Live with:
30%, 0.30; (2) Reprimand: 22%, 0.22; (3) Ask a manager: 43%, 0.43; (4)
Allow the photocopier: 5%, 0.05; total must always equal 100%.

Answers will vary. Make sure students use the sample
business letter as a model.

Answers will vary. Make sure students include
the following six steps: define the problem (need to find new space),
gather information (about available rental facilities), identify various
solutions (which facilities would be appropriate), evaluate the alternatives
and select the best option (select new location), take action (rent new
location), and evaluate the action taken (is location working?).

ONGOING ASSESSMENT
Checkpoint Brainstorming is
a way to gather many ideas.
Consensus building is a way
to present and resolve
conflicts that is acceptable to
all involved.

RETEACH
Review answers to the
Checkpoints in the lesson.

ENRICH
Critical Thinking Assign the
Think Critically questions. 
Connections Assign the
Make Connections activities. 

TECHNOLOGY
• Encourage students to use

word processing software
to complete Make
Connections Activity 5.

• Use the Internet to find
current interest rates for
Activity 5.

CLOSE
Review the topics stated in
the Goals at the beginning of
the lesson.
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Read Build a Business again. Then answer the questions a second time.
How have your responses changed?

CHAPTER SUMMARY
1. Communication skills include the ability to write effective busi-

ness letters and memorandums. There are certain basic rules
you should follow while writing letters or memos.

2. Communication skills also include the ability to speak well on
the telephone and face to face. 

3. Listening is a key communication skill for entrepreneurs. It is
often more important than speaking.  

4. All good business communication is clear, positive, and persua-
sive. It should ask for a clear result and be persuasive in getting
that result.

5. Basic computational skills, including addition, subtraction, 
multiplication, and division, are necessary for business.

6. Taking averages, calculating percentages, and determining
growth rates are everyday business activities.

7. Sales transactions are a part of all businesses. Managing a cash
drawer is also an important responsibility.

8. Interest rates on loans are also important to understand as an
entrepreneur.

9. So that all obligations are met in a timely manner, it is impor-
tant to calculate due dates correctly!

10. Many entrepreneurs use a problem-solving model to help them
solve problems in a logical manner. The model consists of six
steps: defining the problem, gathering information, identifying
various solutions, evaluating alternatives and selecting the best
option, taking action, and evaluating the action taken.

11. Group problem-solving techniques include brainstorming and
consensus building. 

12. Brainstorming consists of generating a large number of fresh
ideas from a group of people. Consensus building involves try-
ing to get all sides to agree on a solution to a problem.

COMMUNICATION 
SKILLS

MATH 
SKILLS

PROBLEM-SOLVING
SKILLS

PRACTICE
Assign What Do You Know
Now? to provide practice in
applying new knowledge
from the chapter. 

REVIEW
Review each point in the
Chapter Summary.



VOCABULARY BUILDER
Choose the term that best fits the definition.

Write your answers on a separate sheet 
of paper.

1. The percent that is the basis
for interest earned or paid.

2. A memo from one person in a 
company to another

3. An agreement among a group
of people

4. An amount added to the cost
to determine the sales price

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

6. Amount of money borrowed in a loan
7. An amount deducted from the retail price to determine the 

sales price
8. Number of years for which a loan is extended
9. A short written form of business communication that has 

a set format
10. An amount charged for borrowing money

REVIEW YOUR KNOWLEDGE
11. Which form of written communication is best suited to communicat-

ing with customers and suppliers? Which form is best suited to com-
municating with employees?

12. Why is it important to use a customer’s name when you meet?

13. What four actions can you take to improve your listening skills?

14. What are four computational skills you will need to know to operate your
business? Give an example application for each of these skills.

15. How do you calculate an average?

16. What is a disadvantage of credit card sales?

17. List at least three business applications for which percentages are
used.

18. What are the six steps in the formal problem-solving model?

19. Why is brainstorming beneficial?

20. What does consensus building aim to do?

a. brainstorming
b. consensus
c. discount
d. interest
e. interoffice memo
f. markdown
g. markup
h. memorandum
i. principal
j. rate of interest
k. term
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ASSESS
Assign Vocabulary Builder
and Review Your Knowledge
to assess understanding.

ANSWERS
Review Your Knowledge
11. Letters; memos.
12. Customer will appreciate

it.
13. (1) Focus attention on

speaker (2) try to
understand what other
person is saying (3) ask
questions (4) take notes.

14. Answers will vary.
Addition (to find total
sales); subtraction (to
determine profit);
multiplication (to find
yearly profit per item);
division (to find average
sales).

15. Add the items being
averaged and then divide
by the number of items.

16. Merchant pays part of the
proceeds to the credit
card company.

17. Answers will vary. Sales
growth, markup,
markdown.

18. Define the problem,
gather information,
identify various solutions,
evaluate the alternatives
and select the best
option, take action, and
evaluate the action taken.

19. Generates a large
number of ideas to solve
a problem.

20. To find a way of resolving
a problem that is
acceptable to all people
involved.

j

e

b

g

a

i

f

h

d

k



APPLY WHAT YOU LEARNED
21. You have just opened a car wash. Write a business letter to

announce the opening. Next, write a letter to three people you have
interviewed and wish to hire, offering them a specific position. Then
write a memo to your new employees explaining the weekly work
schedule you plan to follow.

22. You need to order supplies for your car wash and plan to interview
suppliers by telephone. Make a list of questions to ask each supplier
and the points you want to make in your conversation.

23. Monthly sales for your car wash for the first year were as shown. 

Jan. $2,750 Apr. $2,890 Jul. $2,975 Oct. $3,350
Feb. $2,820 May $2,920 Aug. $3,025 Nov. $3,400
Mar. $2,875 Jun. $2,960 Sep. $3,130 Dec. $3,550

Calculate total sales and average monthly sales. Find the profit or
loss for the year, assuming that total expenses were $21,250. Find
the average monthly growth rate. If sales continue to grow at this
rate, what will sales be for each month next year?

24. You begin the day with $100.00 in your cash drawer. At the end of
the day, you have $258.50 in cash, $45.28 in checks, and $187.87
in credit card slips. You gave a refund of $20.00 to one customer.
What were your receipts for the day?

25. To grow your car-wash business, you need to offer a new service to
customers. In a group, brainstorm ideas for new services.

26. How would you feel if a business letter was addressed to you but
your name was misspelled? What would this error tell you about the
person who sent the letter?

27. Why is a good telephone manner important for an entrepreneur?
Why can listening be more important than talking?

28. Emily Newton delivers newspapers. She has a list of customers.
What basic calculation will Emily use to determine how many news-
papers she needs? Some people have requested that their papers
not be delivered this week. What math skill will Emily use to deter-
mine the number of newspapers she now needs? How should Emily
determine the total each customer owes at the end of the month? 

29. For Emily’s newspaper route, how would she calculate how fast
sales have grown from the first year to the third year? How would
she compute average monthly growth rate in the third year?

30. Emily wants to start making at least $500 per month to help finance
her college education. Use the six-step problem-solving model to
help Emily decide how to accomplish her goals.
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Apply What You Learned
21. Answers will vary. Make

sure students use the
letter and memo formats.

22. Answers will vary. What
are your prices for
particular items? How
long will it take to ship
the item after order is
placed? What are the
payment terms?

23. Total sales � $36,645;
average monthly sales �
$3,053.75; profit �
$33,755 � $21,250 �
$15,395; average
monthly growth rate �
0.0237. Multiply this
amount by totals for each
month.

24. $258.50 � $45.28 �
$187.87 � $20.00 �
$100.00 � $371.65.

25. Students should work in
groups. Group answers
will vary.

Think Critically
26. Answers will vary. I would

feel that the sender did
not care about me and
was careless and sloppy.

27. Answers will vary.
Entrepreneurs do much
of their business on the
phone. Listening helps
with understanding a
situation.

28. Addition; subtraction; add
number of papers
delivered and multiply by
cost of each.

29. Subtract third year sales
from first year sales, then
divide answer by first
year sales. Subtract third
year sales from second
year sales, then divide by
second year sales to get
third year growth rate.
Divide by 12 to get
monthly growth rate for
the third year.

30. Answers will vary. Make
sure students define the
problem (need to make at
least $500 per month),
gather information (about
possible ways to earn
money), identify various
solutions, evaluate the
alternatives and select
the best option, take
action, and evaluate the
action taken.

Make Connections
31. Answers will vary. Be

sure students follow
proper business letter
style and that the tone of
the letter is appropriate.

32. $215,000 � $159,060 �
$55,940 miscellaneous
sales; $215,000 �
$164,300 � $50,700
profit.

33. $75,000 � 0.08 �
$6,000; $6,000 � 5 �
$30,000.

34. Answers will vary.
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31. COMMUNICATION You have a business designing web 
pages for companies that specialize in online sales. Several 
customers have not paid yet for services you provided. One cus-
tomer’s account is 30 days past due. Write a letter to this customer
requesting payment.

32. MATH Marc Rago owns Art Deco, an art supply store. Last year
sales of paper products totaled $45,750, sales of acrylic paints
totaled $38,840, sales of oil paints totaled $25,670, and sales of paint
brushes totaled $48,800. All other products sold were put in the “mis-
cellaneous” category. Total sales were $215,000. What was the
amount for miscellaneous sales? Total expenses for the year were
$164,300. What was Marc’s profit?

33. MATH You would like to buy the building you now lease. If you
borrow $75,000 at an interest rate of 8 percent, how much interest
would you pay total in the first year? In five years?

34. RESEARCH Find one example of an actual business letter and
one example of an actual business memo. Write a paragraph for
each, describing whether the document conforms to the rules given
in this chapter, and if not, how it breaks them.

1. Write a letter to potential customers about the goods or ser-
vices your business will provide. Plan on paper a telephone
conversation you will use as a follow-up to the letter. Work
with a classmate and do a mock phone conversation based
on your plan. 

2. Project your first year sales by month for each category of
products or services you will offer. Calculate average
monthly sales, total sales, and monthly growth rate.
Research a cost price on one of your items and determine a
selling price using a markup strategy. Project monthly sales
units and the amount of profit you will make. 

3. Estimate how much money you need to start your business.
Your local bank offers a loan with 7.5 percent interest over
a six-year term. How much interest will you pay in the first
year? 

4. Think of a problem that may arise in your business. Use the
six-step problem-solving model to deal with this problem.
Brainstorm other solutions with classmates or family mem-
bers.

THIS IS YOUR
BUSINESS

PR
O

JEC
T

APPLY
• Assign Apply What

You Learned.
• Critical Thinking:

Assign the Think
Critically questions. 

• Connections: Assign
the Make Connections
activities. 

RETEACH
Review sections of the
chapter to reinforce the
chapter content.

ENRICH
Assign This Is Your
Business Project.
Students will use
techniques described in
the chapter to practice
communication, math,
and problem-solving
skills for the business
they selected to operate
in Chapter 1. 

FORMAL
ASSESSMENT
• Assign ExamView®

Chapter 2.
• Assign Chapter 2 Test

A or B.

CLOSE
Ask one or more
students to describe
some of the choices
made in completing This
Is Your Business Project.

COOPERATIVE
LEARNING
• The final activity under

This Is Your Business
Project involves group
brainstorming to solve
a business problem.

This Is Your 
Business Project
1. Be sure students follow

proper business letter
style and use the five
tips given in the chapter
for planning telephone
conversations. Pair
students who are
having trouble with
those who understand
the material.

2. Make sure students
do the research for
their industry and use
the formulas given in
the text.

3. Answers will vary. For
a $100,000 loan,
interest in the first
year will be $7,500; at
the end of 6 years, it
would be $45,000.

4. Answers will vary. 
Be sure students use
all six steps. Assign
groups of students to
brainstorm some of
the problems.
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Y What would cause a suc-
cessful restaurant fran-
chise to change its

name? Burger King Corporation
(briefly Chicken King Corporation)
admitted that it played a classic
April Fool’s joke to proclaim its
passion for its new CHICKEN
WHOPPER™ and CHICKEN WHOP-
PER JR.™ sandwiches—the first
and only WHOPPER® brand exten-
sion in the brand’s 45-year his-
tory.

Burger King purchased a full-
page advertisement in USA Today
on April 1 to declare that it was
changing its name to Chicken King
to underscore its commitment to
the new CHICKEN WHOPPER™.

Although the name change
was an April Fool’s joke, BURGER
KING® is counting on the new
menu item for financial strength
at a time when fast food restau-
rants in the United States are los-
ing sales. Burger King executives
hoped that no one had a beef
with the chicken joke and that no
feathers were ruffled.

Founded in 1954, Burger King
Corporation and its franchisees
operate more than 11,435 restau-
rants in 50 states and 57 countries
and territories around the world.
More than 92 percent of Burger
King restaurants are owned and
operated by independent fran-
chisees. The famous flame-broiled
taste and HAVE IT YOUR WAY®

customization of sandwiches have
kept Burger King in the forefront
of fast food restaurants.

In March 2002, Burger King
Corporation introduced the BK

VEGGIE™, becoming the first fast
food chain to offer flame-broiled
veggie burgers throughout the
nation. Two full-page advertise-
ments in USA Today heightened
the awareness of the blend of
garden vegetables, whole grains
and spices, topped with lettuce,
tomato, and reduced-fat mayon-
naise on a sesame seed bun. The
introduction of the BK VEGGIE™
burger, along with 13 other new
and improved products, was an
attempt to revive sagging fast
food sales. The new tagline for
Burger King—@BK, YOU GOT
IT!™—was designed to boldly and
emphatically showcase the com-
pany’s philosophy. With the addi-
tion of reduced-fat mayonnaise,
the number of ways to order a
WHOPPER® sandwich has grown
from 1,024 to 1,537.

Mission Statement
Since Burger King started

more than 50 years ago, society
has become more diverse, and
Burger King has embraced
change. The mission statement
for Burger King puts the company
philosophy into perspective. At
Burger King Corporation, we
believe that diversity is part of
our foundation. We value, honor,
and respect differences in our
employees, customers, franchisees
and suppliers. By sharing a com-
mon vision, we will create a pre-
mier company with a harmonious
working environment that
achieves its business and diversity
objectives.

MORE WAYS TO HAVE IT YOUR
WAY AT CHICKEN KING NOW?

CASE STUDY
This case tells how
Burger King used an
April Fool’s joke to attract
attention to its new
chicken sandwich. This
case emphasizes the
importance of keeping up
with the latest health
trends and overcoming a
sluggish economy for fast
food restaurants. Key
concepts in this case
include high expense for
promotion and advertis-
ing, details about fran-
chises, and trademarks.

Think Critically
Answers
1. The purpose of the

April Fool’s joke played
by Burger King was to
call attention to its new
chicken sandwich.

2. Since Burger King first
opened its doors in
1954, society has
become more diverse,
and there are many
more fast food restau-
rants now competing
for a share of the mar-
ket.

3. Burger King should
highlight the fact that
its CHICKEN WHOP-
PER™ is made from
flame-broiled chicken
and that its BK VEG-
GIE™ is made from a
blend of fresh vegeta-
bles, whole grains,
and spices. Either
sandwich may be
requested with
reduced-fat mayon-
naise for a healthier
meal choice.

4. The company mission
statement emphasizes
the company’s philos-
ophy, particularly as it
relates to diversity in
employees, cus-
tomers, franchisees,
and suppliers.
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Select a business that you
would like to own or operate in
your community. The business can
be individually owned or oper-
ated as a franchise.

Description of Business
Prepare an analysis of your

business. Include a self analysis
that explains your business experi-
ence and training/education in the
field, business strengths and weak-
nesses, willingness to take risks,
and plan for personal develop-
ment. Include a trading area
analysis describing the general
geographic, demographic, eco-
nomic, and competitive data for
the location for the business, as
well as availability, cost, traffic
patterns, and proximity to compe-
tition. Contact your local chamber
of commerce or search the
Internet for information about
your community. Include a market
segment analysis that explains the
characteristics of your target mar-
ket and customer buying behavior.

Outline of Operations
Prepare the planned opera-

tion of the proposed business.

This section should include the
proposed organization, product/
service, and marketing strategies.

Financial Statements
Prepare the financial plan.

Include financing and capital
needs. Consult a banker or retired
businessperson from SCORE. Use
charts and tables to show your
financial statements.

The body of your written plan
must be limited to nine num-
bered pages, not including the
title page.

Conclusion
Finish with a conclusion (spe-

cific request for financing), using
a summary for key points to sup-
port your financial request.

Present Your Business Plan
You will have 15 minutes to

present your business plan to a
judge. The purpose of this presen-
tation is to persuade the judge to
finance your business idea. The
judge will have 5 minutes to ask
you questions after your presen-
tation.

www.deca.org/publications/HS_Guide/guidetoc.html

1. What was the purpose of the
April Fool’s joke played by
Burger King?

2. How has the business envi-
ronment and competition
changed since Burger King
first opened its doors?

3. What features should Burger
King highlight about its
CHICKEN WHOPPER and VEG-
GIE burger?

4. What is the purpose of a
company mission statement?

ENTREPRENEURSHIP

PARTICIPATING EVENT
ENTREPRENEURSHIP
This event consists of
writing a nine-page 
business plan to be pre-
sented to business
judges. The presentation
to judges is 15 minutes,
and 5 additional minutes
are allowed for the
judges to ask questions.
The DECA Guide gives
the specific outline for
this project.
Suggestion: Complete
this project as mini-
assignments for the dif-
ferent parts of the
business plan and then
combine all parts for the
final project.


