
CHAPTER 6 
 

Starting Your Own Business: The Entrepreneurship  

Alternative 
 

Chapter Summary: Key Concepts  
 

What Is an Entrepreneur? 

 

Entrepreneur The person who seeks a profitable opportunity, and takes 

the necessary risks to set up and operate a business. 

 

Categories of entrepreneurs Classic entrepreneurs identify business opportunities and 

allocate available resources to tap those markets. Serial 

entrepreneurs start one business, run it, and then start 

and run additional businesses in succession. Social 

entrepreneurs recognize societal problems and use 

business principles to develop innovative solutions. 

 

Reasons to Choose Entrepreneurship as a Career Path 

 

Being your own boss Many people choose entrepreneurship because of the 

desire to be self-managed and to have the opportunity to 

pursue their ideas in their own way. 

 

Financial success Entrepreneurs are wealth creators. Many start with the 

specific goal of becoming rich and believe they will not 

achieve their great success by working for someone else. 

 

Job security Many people who have lost their jobs or who have 

difficulty finding a position during an economic 

downturn decide to create their own job security by 

starting their own businesses. 

 

Quality of life Entrepreneurs have more choice over when, where, and 

how to work. They can often pursue broader social 

objectives through their own ventures. And many people 

believe the flexibility of entrepreneurship will allow 

them to spend more time with family. Entrepreneurs 

who start a business to reduce work hours and create a 

more relaxed lifestyle are called lifestyle entrepreneurs. 
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The Environment for Entrepreneurs  
 

Globalization The rapid globalization of business has created many 

opportunities for entrepreneurs who market their 

products abroad and hire international talent. Growth of 

entrepreneurship is a worldwide phenomenon. 

 

Education Many schools in the U.S. offer courses, internships, and 

degrees in entrepreneurship. In addition many not-for-

profit organizations teach and encourage 

entrepreneurship. 

 

Information technology Computer and communication technologies have merged 

and dropped dramatically in cost. As a result, 

entrepreneurs have gained tools that help them compete 

with large companies. Information technology helps 

entrepreneurs work quickly and efficiently, provides 

immediate customer service, and increases sales. 

 

Demographic and economic trends The aging population of the U.S., increase in 

immigration and ethnic groups, and the predominance of 

two-income families create opportunities for 

entrepreneurs. 

 

Characteristics of Entrepreneurs 

 

Vision The overall idea for how to make a business idea a 

success coupled with the passion to pursue it. 

 

High energy level Entrepreneurs typically work long hours, with little staff. 

They have to work hard to seize opportunities in a timely 

manner. 

 

Need to achieve  Entrepreneurs typically have a strong competitive drive 

and a desire to excel. 

 

Self-confidence and optimism Entrepreneurs believe in their ability to succeed, and 

they are able to instill their optimism in others. 

 

Tolerance for failure  Entrepreneurs must be able to view setbacks and failures 

as learning experiences. 

 

Creativity Entrepreneurs typically conceive new ideas for goods 

and services and devise innovative ways to overcome 

difficult problems and situations. 

 

 

 

 

Tolerance for ambiguity Since dealing with unexpected events is the norm for 

most entrepreneurs, they tend to take in stride the 
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uncertainties associated with launching a venture. They 

stay close to their customers and are able to react and 

change quickly. 

 

Internal locus of control Entrepreneurs take personal responsibility for the 

success or failure of their actions, and tend to believe 

that they control their own destinies. 

 

Starting a New Venture 

 

Selecting a business idea Two important considerations in choosing a business 

idea are finding something you love to do and are good 

at doing, as well as determining whether your idea can 

satisfy a need in the marketplace. Options include 

buying an existing business or franchise. 

 

Creating a business plan A good plan helps focus the entrepreneur, and should 

state company goals, outline sales and marketing 

strategies, and determine financial needs and sources of 

funds. 

 

Finding financing A new business needs seed capital, which is the initial 

funding to launch a new venture. Sources include 

personal savings or loans from business associations, 

family members, or even friends. Entrepreneurs may use 

debt financing, but borrowed funds must be repaid. They 

also use equity financing when they invest their own 

savings, take on partners, or attract other investors such 

as venture capitalists and angel investors. 

 

Government support for new The Small Business Administration (SBA), state and  

ventures local agencies, as well as business incubators all offer 

information, resources, and sometimes even access to 

financing for entrepreneurs.  

   

Intrapreneurship 

 

Intrapreneurship Established companies try to retain the entrepreneurial 

spirit by promoting intrapreneurship, which is the 

process of promoting innovation within the structure of 

an existing organization. 
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Business Vocabulary 
 

angel investors 

classic entrepreneur 

debt financing 

entrepreneurs 

equity financing 

intrapreneurship 

lifestyle entrepreneur 

seed capital 

serial entrepreneur 

social entrepreneur 

venture capitalists 

 

Application of Vocabulary 

 

Select the term from the list above that best completes the statements. Write that term in the 

space provided. 

 

1. People who seek profitable opportunities, and who take the necessary risks to set up and 

operate a business, are known as ________________________. 

 

2. A person who starts one business, runs it, and then starts another in succession is known 

as a ________________________. 

 

3. ________________________are business firms or groups of individuals who invest in 

new and growing firms. 

 

4. ________________________ is the initial funding needed to launch a new venture. 

 

5. Wealthy individuals who invest directly in a new venture in exchange for an equity 

stake are called ________________________. 

 

6. Financing from borrowed funds that entrepreneurs must repay is known as _________ 

_______________. 

 

7. Funds invested in new ventures in exchange for part ownership constitute 

________________________. 

 

8. ________________________ is the process of promoting innovation within an existing 

organization’s structure. 

 

9. ________________________ is a person who recognizes societal problems and uses 

business principles to develop innovative solutions. 

 

10. A person who starts a business to reduce work hours and create a more relaxed lifestyle is 

known as a _________________________. 

 

11. The most common type of entrepreneur, one who identifies a business opportunity 

and allocates available resources to tap that market, is known as a(n) ___________ 

_____________. 
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Analysis of Learning Objectives 
 

Learning Objective 6.1: Define the term entrepreneur, and distinguish among entrepreneurs, 

small-business owners, and managers. 

 

True or False 

 

1. ______ An entrepreneur is an employee of a large organization. 

 

2. ______ Merely owning a business makes you an entrepreneur. 

 

3. ______ Managers are employees who direct the efforts of others to achieve an 

organization’s goals. 

 

4.______ All managers are entrepreneurs. 

 

5.______ An entrepreneur seeks a profitable opportunity, then takes the risks necessary to 

open and operate a new venture. 

 

Learning Objective 6.2: Identify the different types of entrepreneurs. 

 

Short Answer 

 

Your text identifies classic entrepreneurs, serial entrepreneurs, social entrepreneurs, lifestyle 

entrepreneurs, as well as intrapreneurs. Briefly describe each. 

 

1. classic entrepreneur. 

 

 

 

 

 

2.  serial entrepreneurs 

 

 

 

 

 

3. social entrepreneurs 

 

 

 

 

 

4.  intrapreneurs 
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Learning Objective 6.3: Explain why people choose to become entrepreneurs. 

 

True or False 

 

1.______ Fewer than 1 percent of Americans are engaged in starting a new business at any 

given time. 

 

2.______ More young people are interested in starting their own businesses than ever before. 

 

3.______ A major reason many people decide to become entrepreneurs is the opportunity to 

be your own boss. 

 

4.______ When larger firms reduce their payrolls through downsizing and layoffs, many 

people opt to create their own job security by starting their own business. 

 

5.______ You are guaranteed job security when you start your own business. 

 

6.______ Entrepreneurs are wealth creators. 

 

 

 

Learning Objective 6.4: Discuss the factors that support and expand opportunities for 

entrepreneurs.  

 

Short Answer 

 

List and describe the seven factors that support and expand opportunities for entrepreneurs. 

 

1. 

 

 

 

2. 

 

 

 

3. 

 

 

 

4. 

 

 

 

5. 

 

 

 

6. 
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7. 
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Learning Objective 6.5: Identify personality traits that typically characterize successful 

entrepreneurs. 

 

Short Answer 

 

List and discuss the nine major traits commonly found among entrepreneurs. 

 

1. 

 

 

 

2. 

 

 

 

3. 

 

 

 

4. 

 

 

 

5. 

 

 

 

6. 

 

 

 

7. 

 

 

 

8. 

 

 

 

9. 
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Learning Objective 6.6: Summarize the process of starting a new venture. 

 

True or False 

 

1.______ The first step in starting a new business is to find financing. 

 

2.______ The third step in starting a new business is to create a business plan. 

 

3.______ A good business idea is usually something you like to do and are good at doing. 

 

4.______ Buying a franchise is a less risky way to begin a business than starting a new firm. 

 

5.______ A good idea for a business should aim to satisfy an unmet need in the marketplace. 

 

6.______ Most new ventures are formed to solve problems that people have experienced at 

work or in their personal lives. 

 

7.______ Equity financing means using borrowed funds to finance a business venture. 

 

 

Learning Objective 6.7: Explain how organizations promote intrapreneurship. 

 

Short Answer 

 

Your text lists four specific things a large company can do to encourage intrapreneurship. List 

and discuss each below. 

 

1. 

 

 

 

 

2. 

 

 

 

 

3. 

 

 

 

 

4. 
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Self Review 
 

True or False 

 

1.______ An increasing number of small businesses are started by professionals and 

managers who separated from large corporations when those firms downsized. 

 

2.______ Today, many online sites exist to aid entrepreneurs in constructing a business plan. 

 

3.______ Many entrepreneurs start a business because they have created something new and 

want to make it a market success themselves. 

 

4.______ The classic entrepreneur is a manager within a large company who develops new 

ideas. 

 

5.______ A serial entrepreneur is someone who starts a business, runs it, and starts another in 

succession.  

 

6.______ The aging of the population and growth of dual-income families create 

opportunities for entrepreneurs to market new goods and services. 

 

7.______ Entrepreneurial firms find they really can’t compete effectively in an economy 

based on knowledge and information technology. 

 

8.______ The main aim of a social entrepreneur is to start a business with the hope of 

maximizing profit. 

 

9.______ Rapid growth of new businesses is expected to be a significant source of new jobs 

in the future. 

 

10.______ Once financing has been secured for a new business venture, the entrepreneur 

should then create a business plan. 

 

11.______ Once you have a great idea for a new product, it is generally unnecessary to 

determine if there is a need or desire for that product in the marketplace. 

 

12.______ Entrepreneurs tend to be people who are easily discouraged when things don’t go 

as planned. 

 

13.______ Large firms can encourage intrapreneurship by using dedicated programs such as 

skunkworks. 

 

14.______ Once your new business is off the ground, you can expect to work fewer hours than 

you would at a regular job. 

 

15.______ Using credit cards for startup capital may be an option if the company is expected 

to grow quickly and the debt can be repaid in a short time. 
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Multiple Choice 

 

1. It is suggested that entrepreneurs are a “different breed.” Which of the following is a 

characteristic of an entrepreneur? 

 

 a. a tendency to avoid risks. 

 b. a higher than average need for achievement. 

 c. a low tolerance for ambiguity and failure. 

 d. reliance on the way things have always been done in the past. 

 

2. Someone who uses entrepreneurial talent while working for large firm is called a(n): 

 

 a. entrepreneur. 

 b. angel investor. 

 c. intrapreneur. 

 d. venture capitalist. 

 

3. When trying to find an idea for a new business, it is may be wise to: 

 

 a. list your interests, abilities, values, and goals. 

 b. consider the job experience you’ve already had. 

 c. think about how to solve problems people have experienced at work or in their 

personal lives. 

 d. look for ways to improve on existing goods and services. 

 e. all of the above. 

 

4. When an entrepreneur experiences failure: 

 

 a. the entrepreneur should feel ashamed. 

 b. the entrepreneur should treat the failure as a learning experience. 

 c. using fraud to cover up the failure might be the best idea. 

 d. all of the above. 

 

5. Companies that want to enhance intrapreneurship should: 

 

 a. discourage employees from developing new product ideas on their own. 

 b. quickly move proposals for new ventures through the approval process at the 

firm. 

 c. remind employees that it is managers who identify new business ideas. 

 d. keep goals relating to new ventures secret until the top management has 

approved specific ideas 

 

6. Popular methods for entering new ventures include: 

 

 a. starting a business from scratch, based on an original idea. 

 b. buying an existing business that has potential to be rejuvenated. 

 c. buying a franchise. 

 d. all of the above. 

 

7. When entrepreneurs borrow money to finance a business venture, they are using: 
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 a. equity financing. c. money from venture capitalists. 

 b. debt financing. d. money from angel investors. 

  

8. Sources of equity financing for new ventures include: 

 

 a. family and friends. d. private investors. 

 b. venture capital firms. e. all of the above. 

 c. business partners. 

 

9. Aspiring entrepreneurs can find information by: 

 

 a. subscribing to magazines and reading books. 

 b. using the Internet. 

 c. contacting trade associations for the industry in which they have interest. 

 d. all of the above. 

 

10. Established firms implement programs such as skunkworks to support what type of 

business people? 

 

 a. intrapreneurs. c. serial entrepreneurs. 

 b. social entrepreneurs. d. classic entrepreneurs. 

 

Application Exercise 
 

Bill Wong, an insurance company employee, is thinking about changing careers. He is tired of 

working for others and would like to start his own business. He thinks he might like to operate 

a restaurant and has found one for sale. He is also looking into the possibility of purchasing a 

fast-food franchise. He has discussed his ideas with his banker and his lawyer and understands 

the legal and financial ramifications of each option. Still, he senses he does not know all that he 

should. 

 

1. What additional information should Bill seek before he makes his decision? 

 

 

 

 

2. What sources of information might Bill consult? 

 

 

 

 

3.       What one bit of practical advice would you give him?  
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Short Essay Questions 
 

1. “The entrepreneurial spirit is thriving in the United States today.” Is this statement true or 

false? Why? 

 

 

 

 

 

 

 

 

 

 

 

 

2. What are the most common reasons people give for wanting to start a new firm? 

 

 

 

 

 

 

 

 

 

 

 

 

 

3. What key contributions does entrepreneurship bring to the U.S. economy? 


