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C H A P T E R 7

Business Strategy:
 Innovation and
 Strategic Entrepreneurship
Overview of the Chapter

In this chapter, we turn our attention to innovation and the creation of new businesses with strategic entrepreneurship. We start by defining innovation and reviewing how it can affect competition. Then we look at how innovation changes over the industry life cycle. We discuss a number of significant changes in the business landscape, including the increasing role of the Internet and other paradigm shifts. We close with a discussion of continuous innovation and a particularly germane environment for it in hypercompetitive areas. 
Learning Objectives 
LO 7-1 Define innovation and describe its role in the competitive process.

LO 7-2 Describe the competitive implications of different stages in the industry life cycle.

LO 7-3 Apply strategic management concepts to entrepreneurship and innovation.

LO 7-4 Evaluate different types of innovation and derive their strategic implications.

LO 7-5 Describe the long-tail concept and derive strategic implications.

LO 7-6 Evaluate discontinuities and describe the dynamics of paradigm changes.

LO 7-7 Identify the process leading to hypercompetition, and explain why competitive

advantage can often be sustained through continuous innovation.

Chapter Outline

1.  CHAPTERCASE 7 From Encyclopedia Britannica to Encarta to Wikipedia
2. Competition Driven by Innovation (LO 7-1)
3. Innovation and the Industry Life Cycle (LO 7-2)
a. Introduction Stage

b. Strategy Highlight 7.1 Leveraging Network Effects to Propel Growth

c. Growth Stage

d. Strategy Highlight 7.2 Some Standards Die Hard: QWERTY vs. DSK

e. Maturity Stage 

f. Decline Stage

4. Strategic Entrepreneurship (LO 7-3)
5. Types of Innovation (LO 7-4)
a. Incremental and Radical Innovations

b. Strategy Highlight 7.3 From King Gillette to King of Incremental Innovation

c. Architectural and Disruptive Innovations

d. Strategy Highlight 7.4 GE’s Reverse Innovation: Disrupt Yourself

e. The Internet as Disruptive Force: The Long Tail (LO 7-5)
6. Discontinuities: Periods of Paradigm Changes (LO 7-6)
7. Gaining & Sustaining Competitive Advantage Hypercompetition (LO 7-7)
8. CHAPTERCASE 7 / Consider This…
9. Discussion Questions



Lecture Suggested Outline
I.  seq NLA \r 0 \h Overview
Innovation is a powerful driver in the competitive process. ChapterCase 7 demonstrates how the value generation can dramatically shift in a relatively short period of time (1993 to 2009).
II

 seq NLA \r 0 \h . CHAPTERCASE 7 From Encyclopedia Britannica to Encarta to Wikipedia
This brief case is designed to bring out the speed and impact that innovation can have on an industry. Even one with nearly 200 years of success behind it can be brought down in far less than a decade. 

Show PowerPoint Slides 7.4 and 7.5

Key Points of Case
 Teaching Tips
Most students used Encarta or something like it during their earlier years in school. Of course, they are all using Wikipedia now (though they don’t always admit this to their instructors!). Even so, we find most have never given much thought to how Wikipedia stays in business. Instead of funding the business with banner ads or membership fees, the founders set it up to operate largely with volunteers and cash donations as a not-for-profit structure (go to http://en.wikipedia.org/wiki/Main_Page and click on “donate to Wikipedia” to learn more about this aspect of the firm). 

If students have not seen the Encyclopedia Britannica, ask if their parents or grandparents have a set of World Book Encyclopedia books, which had a large market share in the U.S. for many decades. 

The other point we like to make with this case is the “disappearance” of over $1 billion in value. The case notes that in 1991 the encyclopedia market was $1.2 billion annually. By 2009, when Microsoft shut down Encarta, there was virtually no revenue left for firms creating an encyclopedia. But did the value really 
disappear? NO… We argue that the value is now spread across wide swaths of humanity that are now able to access a breadth and depth of knowledge never before possible. And in nearly 300 languages, the reach of Wikipedia is phenomenal. So what used to be $1.2 billion in sales revenue for a handful of firms is now spread to billions of people in “consumer surplus” (to use the term from Chapter 5). This same “social good” argument can be made for many of the digital shifts now underway in newspapers, music, and books. 

III

 seq NLA \r 0 \h . Competition Driven by Innovation
 seq NL1 \r 0 \h 
Set the foundation for this chapter with a clear difference between innovation and invention. 
Show PowerPoint Slides 7.6 and 7.7

Innovation Is an Implemented Novel and Useful Idea

 Teaching Tips
Many students will come into the classroom confused over the difference between inventions and innovations. It is important to set the framework here at the start of the chapter for a better understanding of the concepts to follow. 


IV. 
Innovation and the Industry Life Cycle
Show PowerPoint Slides 7.8 thru 7.12

Industry Life Cycles

 Teaching Tips
Slide 7.9 discusses Strategy Highlight 7.1. Most students will immediately recognize that they do indeed often value the apps more than the actual phone features (or would if they actually had a smartphone). Yet so often they have not thought through the implications of this. Link back to Porter’s five forces and recall the idea of switching costs. (You may want to refer back to the ChapterCase 5 / Consider This section on smartphones comparing Google and Microsoft to build on this idea.) The access to unique apps not only can drive consumer value and therefore volumes, but it also increases the “stickiness” of customers. If a customer is comfortable with the Apple app store products and the interface with iTunes to purchase and organize their apps, they are far less likely to explore Android (from Google) or Phone 7 (from Microsoft) even if these latter firms introduce a really attractive hardware/software phone package or features. 

Slide 7.12 pairs up the type of consumer typically attracted to each part of the industry life cycle. We find students are fairly familiar with the industry stages but have less exposure to the consumer types. 

Additionally, a McGraw-Hill Connect online interactive exercise is available that covers the concepts behind this section of the text in greater detail. You may wish to assign this as an auto-graded homework assignment for the students. It covers Learning Objective 7-2. 

Show PowerPoint Slides 7.13 thru 7.16

Process Innovations and Standards

 Teaching Tips
Slide 7.13 depicts an often overlooked area: process innovations. The tendency is to focus on “cool” product innovations that occur in the introductory stages of an industry. However, it’s actually the process innovations that build a sustainable competitive advantage in many cases. Groupon had a neat product idea for daily local coupons e-mailed out to people who provided their accounts. But if Groupon is to build lasting success, it will have to rework their processes, such as gaining new and repeat businesses to run coupons on their platform, to make them more competitive with many firms now offering similar services. 
Slide 7.15 discusses the maturity and decline industry stages. One point we like to make when discussing the declining stage of the industry life cycle is that there is still an opportunity for businesses in this phase. Indeed the “harvest” strategic option can prove to be very profitable for firms. It is a close parallel to a “cash cow” from the Boston Consulting Group (BCG) portfolio matrix (discussed in Chapter 8 of the text). 

A McGraw-Hill Connect online interactive exercise is available that covers the concepts behind this section of the text in greater detail. You may wish to assign this as an auto-graded homework assignment for the students. It covers Learning Objective 7-2. 


V. 
Strategic Entrepreneurship
We provide a summary slide with three examples of entrepreneurs, and what could be called corporate entrepreneurship from Proctor & Gamble

Show PowerPoint Slide 7.18
Strategic Entrepreneurship
 Teaching Tips
A McGraw-Hill Connect online interactive video exercise is available that covers the concepts behind this section of the text in greater detail. The video is a talk by Palm founder Jeff Hawkins about the early days of Palm Computing. You may wish to assign this as an auto-graded homework assignment for the students. It covers Learning Objective 7-3. 

VI. 
Types of Innovation
A. The Innovation framework defines four types of innovation. We start with incremental and radical (the green squares on Exhibit 7.6).
B. Strategy Highlight 7.3 From King Gillette to King of Incremental Innovation
Show PowerPoint Slides 7.19 thru 7.22
Incremental and Radical Innovations

 Teaching Tips
While radical innovations tend to get a lot of the “buzz,” it’s actually incremental innovations that are the workhorse of a vibrant economic system. Gillette and Schick razors are a classic example of incremental innovation. It is interesting to point out, however, that the safety razor started as a radical innovation at the beginning of the 1900s. This trend to start with a radical innovation and move to an incremental innovation is noted later in the “Hypercompetition” section. Note, we are NOT saying safety razors are in a hypercompetitive environment, merely that this pattern of innovation is fairly typical. 

C. 
Discussion now moves to architectural and disruptive innovations.

 Show PowerPoint Slides 7.23 thru 7.25
Architectural and Disruptive Innovation
 Teaching Tips
Slide 7.23 offers an additional example of architectural innovation. We find many students are not familiar with the older “furniture-sized” photocopy machines that were heavily centralized in large offices and required nearly constant maintenance to keep running. This same shift in copiers can also be seen with computer printers as well. But another area of architectural innovation is the global positioning system (GPS). The GPS technology and satellite infrastructure was originally developed for military applications. After several years in operation there, the government opened up the satellite feeds for commercial uses. Today, running on those existing technologies, we have a variety of new and inexpensive consumer products incorporating GPS technology. 
Slide 7.24 is complementary material for the text. We have included a quick small group exercise that is sometimes useful in the classroom. Depending on the level of work experience of your students, it can be enlightening for students to try to place innovations they have used on the innovation matrix. 

D. Strategy Highlight 7.4 GE’s Reverse Innovation: Disrupt Yourself. Given the global demographic shifts, health care will be of increasing concern in coming years. This brief strategy highlight may be useful in helping students consider how to provide better health care less expensively in the decades to come. 
 Show PowerPoint Slides 7.26 thru 7.28
GE Disrupt Yourself
 Teaching Tips
Slide 7.26 has a two-minute video produced by GE embedded at the bottom. The clip shows the Vscan handheld device in use. We have found students relate best to seeing it used rather than viewing just a photo of it. By the way, the next innovation in scanning seems to be an adaptor that can be attached directly to a smartphone! 

A URL to the video is here: http://www.youtube.com/watch?v=Ry3w6fbT7rY 

Slide 7.28 is a shortened version of Small Group Exercise 2 from the back of the chapter. We wanted to highlight that innovations have consequences that can be very tangible. In this case, we ask the students to step into the shoes of a GE manager who must now address the negative impact of a technology such as Vscan replacing at least a portion of the highly sophisticated ultrasound scanning systems currently on the market. 

VII. The Internet as Disruptive Force: The Long Tail

The discussion now gets deeper by touching on a major disruptive innovation in commerce that has arisen over the past decade on the Internet. 
Show PowerPoint Slides 7.30 thru 7.32
The Internet: The Long Tail

 Teaching Tips
Slide 7.30 has a video interview with inventor, futurist, and author Ray Kuzweil embedded at the bottom. The video is in four sections but if you choose to play all, it runs 13 minutes. Mr. Kuzweil has been at the leading edge of a number of new technologies for over 30 years. This video is produced by McKinsey quarterly. 

VIII. Discontinuities: Periods of Paradigm Changes
Movement from one type of technology to another may not be a frequent occurrence, but when it happens, many new business opportunities arise for those alert enough to find them.

Show PowerPoint Slides 7.34 thru 7.37
Paradigm Shifts

 Teaching Tips
Slide 7.34 has a three-minute video of a presentation by Dr. Steven Chu embedded at the bottom. (Dr. Chu is winner of the Nobel Prize for Physics and served as President Obama’s Secretary of Energy.) The 2007 video discusses the use of plants as energy sources in the future. The quality of the video is not the best but we find it interesting to bring to the students’ attention some nontraditional innovations in energy, particularly as espoused by a renowned scientist who served as U.S. Secretary of Energy. The URL is here: http://fora.tv/2007/09/13/Steve_Chu_A_New_Energy_Program#Steven_Chu_on_the_Ultimate_Fuel_Solution 
Slides 7.36 and 7.37 are pulled from MiniCase 7, which discusses a possible discontinuity in automobile propulsion. You may want to add this MiniCase to your course to explore the concept in more detail. 

A McGraw-Hill Connect online interactive video exercise is available that covers the concepts behind this section of the text in greater detail. The video is a discussion on innovations in solar energy and is produced by Stanford University. You may wish to assign this as an auto-graded homework assignment for the students. It covers Learning Objective 7-6. 

IX. Gaining & Sustaining Competitive Advantage  Hypercompetition
The discussion shows that firms must be able to use a variety of innovation types to successfully sustain a competitive advantage. 
Show PowerPoint Slides 4.38 and 4.39
Hypercompetition
X. 
 CHAPTERCASE 7 / Consider This…
 We revisit the opening case with extended information focusing on the volunteer nature of Wikipedia and the further impacts of the long tail in the demise of Borders bookstores. Suggested thoughts/answers to the case questions are provided next.  
Show PowerPoint Slide 7.40
Wikipedia Consider This…
XI. Take-Away Concepts
 Here we list the take-aways for a student review of key points from the chapter.  
XII. Key Terms
 Here we show the key items from the chapter for a review and a test of understanding.

END OF CHAPTER ANSWER GUIDE

 Teaching Tips
A variety of case, discussion, ethics, and explicit small group questions are provided at the end of every chapter. Instructors may find it useful to assign some for homework and some for general class discussion. Many concepts in strategy do not yield hard-and-fast answers, and if the students have a chance to interact some early on in the course, it helps stimulate better discussions on issues of nuance or context which are internalized best through discussion or intensive written assignments. 

CHAPTERCASE 7 / Consider This…
Thinking about this chapter’s opening case, answer the following questions.

Wikipedia is reliant on more than the technology of the “long tail” for success. The active participation of hundreds of thousands of contributors is vital to provide, edit, and update content. The demise of Borders is brought up to show what can happen to incumbents when disruption occurs. Blockbuster’s recent bankruptcy and closure is also another example. 
1. How can Wikipedia maintain and grow its ability to harness the crowdsourcing of its “Wikipedians” to maintain high-quality (and quickly updated) content?
Attracting and retaining Wikipedians is vital to the future success of Wikipedia. Recent surveys illustrate a potential challenge—only 15 percent of women contribute to Wikipedia, and the average age of contributors is the mid-20s. To grow, Wikipedia should undertake a variety of strategies, all of which solicit help from the underrepresented. Wikipedia should partner with translation companies in order to increase the content of underrepresented languages. Wikipedia could also partner with computer training companies to educate women and digital immigrants on the proper method to update Wikipedia. Lastly, Wikipedia could partner with colleges and universities to improve content. For example, professors could create projects that require students to update content where they are subject matter experts. These are just three ways for Wikipedia to improve and grow content. Students will undoubtedly have many more suggestions.
2. How has the “long tail” affected both Wikipedia and Borders Group?
The “long tail” has had a significant effect on both Wikipedia and Borders. Wikipedia provides a forum for subject matter experts (who previously might have been unheard) to provide specific and accurate content, efficiently and cheaply. However, the “long tail” has had a detrimental effect on Borders. Online retailers such as Amazon, iTunes, Rhapsody, and Netflix have all been able to provide digital content to customers at a much lower price than the traditional brick and mortars, such as Borders. As discussed in the ChapterCase, Borders was slow to adapt to this “long tail,” leading to its Chapter 11 filing.

3. What type of innovations should each of these two companies use to gain or sustain a competitive advantage?
 Students should be able to come up with a variety of suggestions. Wikipedia has become an established incumbent in the digital encyclopedia industry. The company should emphasize incremental innovation to help defend its strategic position and market power. Incremental innovations will extend the time for Wikipedia’s success; meanwhile, radical innovations will threaten the company’s dominant position. For Borders, a company in a more dire situation, the focus should be on radical or disruptive innovations. A new technology introduced in either existing or new markets could allow for the revitalization of Borders.

Discussion Questions
1. Assume you work for a small firm that developed a better and faster operating system for netbooks than Microsoft Windows. What strategy might the firm use to unseat Windows in this market?

Students may come up with a variety of strategies to unseat Windows; however, this new operating system is a disruptive technology and should be introduced through a bottom-up approach. For example, the small firm might introduce the operating system as a low-cost solution (possibly even free) in order to penetrate the low-end segment. As the small firm gains market share, it can then begin to acquire more market expertise and further improve quality. For instance, the small firm can utilize network effects (partner with software developers to create exclusive content for the new OS) in order to cross into the additional market segments. As this is done, the incumbent technology—Microsoft Windows—will begin to experience enhanced industry competition.

2. How does the industry life cycle affect business strategy? Detail your answer based on each stage: introduction, growth, maturity, and decline.

The industry life cycle significantly affects a firm’s business strategy. Strategies for each phase are discussed below:
Introduction – In this phase, a firm’s objective is to achieve market acceptance and seed future growth. Firms typically invest heavily in R&D and some in marketing, emphasizing unique product features and performance (differentiation). Network effects are leveraged to propel a firm to the next stage.

Growth – In this phase, a firm’s objective is to stake out a strong strategic position. This is done through a shift toward manufacturing and marketing capabilities, with an R&D emphasis on process innovation instead of product innovation. Some firms continue to follow a differentiation strategy, but others determine that a cost-leadership strategy is imperative. 

Maturity – Growth primarily comes from the late majority and the firm’s focus should be on maintaining a strong strategic position. Improved manufacturing and process engineering capabilities drive down the costs, which leads to intense price competitions. Typically, either a cost-leadership or integration strategy is employed by a firm.

Decline – As the size of the market contracts, firms consider four options in this stage: exit, harvest, maintain, or consolidate. Firms can claim market share through a cost-leadership, a differentiation, or an integration strategy.

3. Describe a firm you think has been highly innovative. Which of the four types of innovation—radical, incremental, disruptive, or architectural—did it use? Did the firm use different types over time?

When describing the chosen firm, the key principle is that the student understands the differences between the four types of innovation. A sample company is Samsung, who has been innovative in the TV industry and has utilized several of these innovation types. Each year, Samsung makes incremental innovation improvements to its LED TV line: improved contrast ratios, more HDMI inputs, thinner screens, and so on. Samsung also created two new technologies in this market: a bendable OLED screen and the 3D TV. Both of these are classified as disruptive innovations. This is just one example as the number of innovative firms is limitless.

4. Why are standards important in many industries? As standards get adapted and become dominant, how does this process influence the competitive nature of the industry? 

Standards are extremely important because they represent a common set of engineering features and design choices. Standards reduce industry uncertainty and confusion and ensure product quality, performance, and safety. As standards become dominant, the competitive nature of an industry intensifies. Firms begin to reap economies of scale and learning, prices begin to fall, and distribution channels are expanded. Additionally, the basis of competition transitions more toward process innovation (lean manufacturing, Six Sigma, and others) instead of product innovation.
Ethical/Social Issues
Ethical/Social Issues

1. You are a co-founder of a startup firm making electronic sensors. After a year of sales, your business is not growing rapidly, but you have some steady customers keeping the business afloat. A major supplier has informed you it can no longer supply your firm because it is moving to serve large customers only, and your volume does not qualify. Through you have no current orders to support an increased commitment to this supplier, you do have a new version of your sensor coming out that you hope will increase the purchase volume by over 75 percent and qualify you for continued supply. This supplier is important to your plans. What do you do? 

This can be a common issue for a startup firm, and students will have a variety of opinions on what the firm should do. The co-founder could consider a cost-benefit analysis when evaluating this problem. If the firm can identify another supplier(s) who will produce the sensors and mitigate the risk of losing the current supplier, then this should be considered an option. Likewise, the co-founder could elect to continue with the current supplier, but just increase the purchase volume to account for the anticipated sales. In this instance, the startup can be confident that the sensor quality is maintained. Additionally, he/she could negotiate a new sensor price, with the current supplier assuming economies of scale will be achieved during production. Would the startup go ahead and purchase the increased quantity even if their sales don’t justify it, thus creating an inventory problem? Students will come up with other factors to consider, with the general theme that this is not an easy decision to make.

2. Making innovations successful often relies on being the first to commercialize a technology. What are some practices a firm could use to enhance its first-mover advantage? Does the stage of the industry life cycle affect the available practices? Are there long-term consequences for the firm from these practices?

· To further capitalize on a firm’s first-mover advantage, a company could form exclusive partnerships with suppliers of hardware and content providers (Apple’s iPhone, see Strategy Highlight 7.1). This leads to network effects and increased demand for the product. Furthermore, a firm should investigate developing robust distribution channels and continuing R&D investment to fuel future incremental innovations. 
· The stage of the life cycle definitely affects the available practices. For instance, in the growth stage, suppliers and content providers might be more willing to form a partnership because they fear losing the contract to their competitors (case in point is the now expired exclusive partnership AT&T had with the iPhone).

· Just as benefits are created by such partnerships, long-term consequences are also possible: reduced flexibility for both the first-mover and supplier. If a disruptive technology is introduced in the existing marketplace, both companies in a first-mover partnership could be handcuffed, which can wreak havoc on their business strategies.

Small Group Exercise 1: Warner Music Group strategy

1. What are the key issues you must grapple with to improve the position of Warner Music Group?

Students will have a variety of answers to this question. It is difficult to prevent the piracy of music, especially in this digital age. Thus, WMG should determine a strategy which capitalizes upon this growing digital trend. WMG can partner (or buy out) with several netlabels and online music stores (iTunes) to claim some of the lost revenue from piracy. Additionally, to further improve their position, WMG should look to draft deals with artists that give the Label additional control and potential for revenue from tours, merchandising, and endorsements.
2. In what phase of the life cycle is the record-label industry?
The record-label industry is in the decline stage. The increase in file sharing and drop in music sales have required record labels to reconsider their strategies.

3. How does this life-cycle phase affect the types of innovation that should be considered to help WMG be successful? 
The decline stage of the life cycle suggests four strategic options: exit, harvest, maintain, or consolidate. None of these strategies recommend a firm should invest heavily in future innovation. However, to extend the long tail the record-label industry could identify a disruptive innovation which will aid in the collection of revenue from legitimate and illegitimate music sales.
Small Group Exercise 2: GE’s Vscan

1. Pull together a memo of talking points for the managers of the new Vscan that may put many other men and women at GE out of work.

Students will highlight a variety of talking points during this exercise. Three example points are the following:

· Some jobs apportioned to high-end imaging systems can be rolled over to the Vscan division to support continued growth or to generate new ventures in the GE Healthcare practice.
· The Vscan will provide better health care at an affordable cost to the underprivileged.
· The Vscan will generate significantly high revenues and profits for GE Healthcare (Vscan cost is approximately 5 percent of the high-end ultrasound machines, but the customer base is more than 20 times larger than the current base for the high-end machines). This may provide other new opportunities for the GE team to move into different growing businesses. 
This is an issue many managers face today and it should be approached delicately.
2. How do you explain the societal benefits of lower-cost medical scanning equipment yet address real job security concerns among the employees? 

As mentioned previously, this is a delicate subject. GE Healthcare managers can explain that a revolution in the ultrasound industry is inevitable. By reverse-innovating, GE is identifying the future of the industry while maintaining its competitive advantage. If GE Healthcare had become complacent, then another company could have invented the Vscan. Given this, many more jobs would have been in jeopardy at GE Healthcare. By innovating in-house, employees who worked previously on the high-end ultrasound machine can be redistributed to the Vscan division. This, combined with voluntary separation incentive payments, will minimize the number of involuntary layoffs.

Strategy Term Project

Project Overview

The goal of the strategy term project is to give the student practical experience with the elements of strategic management. We will briefly discuss that project module questions. We will offer some guidance for the modules at the end of each chapter.
Module 7: Innovation Strategy 
In this section, you will study the environment of the firm you have selected for the strategy term project and the firm’s susceptibility to technological disruptions from new entrants.
The following are some general thoughts on the type of information students would have in response to the questions for this module of the project. 
1. The firm’s industry has already been well documented, especially in module 3. This question should can be largely answered by using previous research and careful study of the relevant section of this chapter. 

2. This question may be more difficult for some industries than others. If the firm is Ford Motors, then internal combustion is a dominant design for the automotive industry. What if your firm is Walmart? We would suggest thinking of “bricks and mortar” as a dominant design in retailing and use this framework in the following questions. 

3. If we stay with “bricks and mortar,” we can say that it evolved from small markets into corner stores and more recently into huge “big box” retail locations funded primarily by large national chain stores. The diffusion has not been fast and consumer transportation has been a major influence on the speed and scale of “big box” diffusion. 

4. This can be an area where students demonstrate some creativity. Ask them to reflect on how other industries may influence theirs or discuss events that are happening in other industries that could spur changes in theirs with some creative business models. What will be the role be for custom-designed clothes or cars, for example, that are realistically becoming available in areas where mass production has been the standard for decades. 
5. While we often think of standards as digital, DVD, MP3, and so on, they actually transcend more industries than we expect. The size of clothes or shoes is a different standard in the U.S. than in much of the rest of the world. At a macro level, the standard of currency may be an issue in some industries. 

6. The point of reviewing customer segments here is to think through what a “bottoms-up” disruption in the industry might look like. 

7. Intellectual property and other ways of protecting your firm’s current position can be helpful in staving off hypercompetition and disruptive forces if the value your firm produces for its customers is not superseded by some new innovation. 
myStrategy7: DO YOU WANT TO BE AN ENTREPRENEUR?

Here, we encourage you to take what you have learned about entrepreneurship and apply it to your personal career. We set this exercise up to reinforce the notion that during rough economic times the opportunities to start something new may actually be greater for our students. 
1. Why do you think recessions are a good time to start a business? Wouldn’t that seem counterintuitive?

· The text covers some of these areas, but availability of great human capital is high when jobs are scarce. Also, with recent low interest rates, investors may be more willing to accept the risks of investing in startups since other avenues are producing very small returns. 
2. Thinking about today’s business climate, would you say that now is a good time to start a business? Why or why not?

· Interest rates, real estate leases, and an abundance of qualified applicants for many jobs are all favorable factors. Reduced bank lending for small businesses is a negative. 
3. If you were to start a business, what type of business would you want to start, and why? What idea would you be commercializing?

· Students will have a variety of answers. Encourage them to think through this one and only consider starting a business if they are really passionate about it. 
4. Does it matter where (in terms of geography) you start your business? Why or why not?

· A location near key suppliers or customers needs to be considered. Also, varying regulator environments can play a role in some locations being better than others in some industries. 
5. Explain how your startup could gain and sustain a competitive advantage.

· Students will have a variety of answers. Ask them to consider the role of innovation, the industry life cycle, and whether the industry is hypercompetitive to frame an answer to this question. 
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