The Economics of Entrepreneurship - Thinking Map








The Economics of Entrepreneurship
Economics = the social science that analyzes the production, distribution, and consumption of goods and services. 
The Free Enterprise System = people have an important right to make economic decisions.

a.  choose what products to buy

b. choose to own private property

c. choose to start a business and compete with other businesses

I. Market Structure = nature and degree of competition among businesses operating in the same industry.
Types:
a.  Perfect Competition = a market structure in which there are numerous buyers and sellers, and no single buyer or seller can affect price.  (soap, toothpaste,chips)  This market structure encourages economic efficiency by forcing prices down.

 b. Monopolistic Competition = a market structure in which many sellers produce similar but differentiated products.   (water, napkins, tissue).  Through differentiation sellers have some power to control the price of their products and dominate a small portion of the market.

 
c. Monopoly = market structure in which a particular commodity has only one seller who has control over supply and can exert nearly total control over prices. (cable companies, DWP, The Gas Company).  Monopolies are discouraged in a free market system but the government may argue that they are in the best interest of the public.  

d.  Oligopoly = market structure in which there are just a few competing firms.  (large U.S. car manufacturers – Ford, Chrysler, GM).  They can sell products at a lower price than small manufacturers, so they have some influence over price.

II.  Supply & Demand

Basic Tenets of Supply & Demand  = If something is in heavy demand but short supply, prices will go up.  If something is in heavy supply but short demand, prices will go down.  Prices tend to stabilize at the level where demand equals supply.

Supply = the amount of goods or services that producers are willing to provide.
a. Diminishing Marginal Utility = the law establishes that people will not buy more          of a product that they can reasonably use.
b. Scarcity = occurs when demand exceeds supply.
c. Surplus  = more supplies than needed.

d. Shortage = fewer supplies than needed.
e. Equilibrium = the point at which consumers buy all of the products.
Demand = the quantity of goods and services that consumers are willing to buy.

a.  Elastic Demand = situations where a change in price creates a change in demand. (There is a substitute)

b.  Inelastic Demand = situations in which a change in price has little or no effect on demand for products. (There is no substitute)
Business Plan Development Activity: 

(Write in complete sentences and include new vocabulary.)   
I. Create Business Logo and Slogan

II. Products and Services

a. Description (color, size, how it works)

1. New, Expanding, Stable, Declining

2. Immune, Sensitive, Seasonal, Resilient

b. Competition (who they are, the name of their products, the prices of their products)

c. Competitive Advantage

III. Market Analysis

a. Niche Marketing

b. Segmented Marketing

c. Competitive Intelligence

d. 80/20 Rule

IV. Marketing Plan

a. Promotion

1. Propaganda Techniques(include all that apply)

· Sex Appeal

· Snob Appeal 

· Appeal to Tradition

· Appeal to Authority 

· Outright Propaganda 

· Plain Folks 

· Something for Nothing or More for Less 

· Appeal to Excellence 

· Everyone Else Has One 

b. Price (Cost, Markup, & Retail Price)

1. Impact of Price

2. Non-Price Factors

c. Place

1. Retail

a. Trade Area

b. Layout Planning

2. Service

3. Manufacturing

4. Wholesale

5. Distribution

6. E-Business

       d. Production                 

                          1. Land

                           2. Labor

                                    a. Specialization

                          3. Entrepreneurship

                          4. Capital

“Hitch” (50 pts.)

Critical Thinking – Free Enterprise/Entrepreneurial Review

Classwork Activity
Directions:  Working in pairs and using class discussions, notes and examples from the movie, answer the following questions on a separate sheet of paper. (Each student is responsible for completing and submitting their own activity).

1. Was Hitch an entrepreneur, gap-filler, innovator and/or creative imitator?  Explain each in detail? Explain in detail.
2.   What stage(s) was Hitch’s business in on the “Lifecycle of a Business”?  Explain all the stages that apply in detail.

3. Was Hitch’s business seasonal, immune, sensitive or resilient to market changes?  Explain each in detail.

4.  Was Hitch’s business elastic or inelastic in demand? Explain in detail.

5.  Was Hitch’s business a luxury and/or necessity? Explain both in detail.

6.  What entrepreneurial characteristics did Hitch display?  Explain all that apply.

7.  What market structures apply to Hitch’s business?  Explain all that apply.

8.  What categories of gimmicks and tricks did Hitch use to obtain clients?  Explain all that apply.

9. What was Hitch’s market niche? Explain in detail.

10.  What was Hitch’s competitive advantage? Explain in detail.
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