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Two critical but often overlooked financial literacy concepts with entrepreneurial implications are decision making and opportunity cost: 

Financial education must include decision making skills.  Teach students a simple but useful decision making process: 

1.
State the problem – What do I need to decide? 

2.
List the alternatives – What choices are there? 

3.
State the criteria – How will I judge?  

4.
Evaluate the alternatives – Use a numerical rating or a plus and minus system; this step is a cost/ benefit analysis. 

5.
Make a decision – What will work best with the resources I have?    


The critical sixth step is often left untaught: 

6.
Evaluate your decision – Did my decision work?  What might have been better?  What did I forget or overlook?   

The decision making process is a vital financial skill as well as an entrepreneurship skill.    Learning the process allows the entrepreneur to take a step back and look at the problem.  Too often, we fail to evaluate the effectiveness of our decisions and lose the opportunity to make changes in a timely fashion.  

Part of decision making entails looking at opportunity cost, what one gives up when a choice is made.

If one chooses to start a business, the opportunity cost might be the loss of security of a regular paycheck.  Devoting many hours to a business may entail the opportunity cost of the loss of time spent with the family.  There is an opportunity cost to decisions relating to the number of hours a business is open, closing for vacation, offering no-interest loans, and accepting credit cards.  The opportunity cost of when to stay in business vs. dissolving the business should be explored.
Other financial literacy concepts that need to be explored with student entrepreneurs include:

 Pay Yourself First


“Saving For a Rainy Day”


Bartering


Reconciling Bank Statements and Registers


Ethical Financial Decisions


The Greater The Risk, The Greater The Reward


Investing In Human Capital – The Costs and The Benefits


Goal Setting 


Financial Liquidity


Instant Vs. Delayed Gratification


The 3 C’s Of Credit: Character, Collateral, And Capacity to Repay the Loan


Cost Of Credit for The Individual


The Costs And Benefits Of Offering Credit To Your Customers


The Difference Between Bookkeeping And Auditing


Reinvesting Profits
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The Value Of Your Word


Electronic Fund Transfers


Identity Theft


Giving Back To the Community


Developing a Business Relationship with Your Banker


Knowing Applicable Tax Laws 


Increasing Productivity to Maximize Profits


When to Ask For Financial Advice


“Some People Have Money and Some People Are Rich”
F)
FINANCIAL ACTIVITIES TO ENHANCE ENTREPRENEURIAL THINKING
Activity 1…  101 START UP COSTS
Thinking about launching a new venture?   Here is a challenge for you: 

 List 101 costs you will encounter to just open your business and begin operation.  

Activity 2… 
BUDDY, CAN YOU SPARE A DIME?
Interview 3 entrepreneurs about the source of their start up capital.


1.  How many of the following responses did you get?  Tally your answers below.


Savings




Family


Friends




Finding a Partner


Credit Card



Sale of shares in the business 


Small Business Loans


Second Job


Home Equity Loan


Sale or Trading of Property or Merchandise
Other________________________________

2. What conclusions can you draw about start up financing?

3. What comments did the entrepreneurs make about the way they financed their businesses?

Activity 3 …  TIME IS MONEY
“Don’t do anything someone else can do for you.”  Bill Marriott, Sr. 

Often, the entrepreneur decides to pay people to do things because that saves money in the long run.  What types of jobs might be worth off-sourcing?  Why?  

Activity  4 …ON A SHOESTRING
Some businesses have low start-up costs. Reasons may include the fact that:


a store, office, or factory is not needed


services rather than a product are provided


the  business site can be your home or your car or you might visit your customers 

How many businesses can you name that you could start “on a shoestring?”

Activity 5 … THAT’S MY BANK!
Collect bank ads or pamphlets.  Compare the services, locations, fees, and special features of each bank.  Which banks best meet the needs of a small business owner?  






Activity 6 …A LITTLE EXTRA
Entrepreneurs use special touches to add a “little extra” to transactions.  Things like mints after a dinner, free gift wrap, or free delivery are examples of customer pleasing extras, but they cost the entrepreneur money.

1.
List as many “extras” as you can.

2.
Discuss the costs and benefits of providing the extras.  

Activity 7  …PROVERBS AS  TEACHERS
What do the following proverbs and sayings mean?

1.
A fool and his money are soon parted.

2.
Money burns a hole in her pocket.

3.
Pay yourself first.

4.
Save for a rainy day.

5.
You  have to spend money to make money.

6.
The greater the risk, the greater the rewards. 

7.
Money buys everything except brains.






8.   
Watch the pennies and the dollars will take care of themselves.
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